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SEC File #82-3354

PRESS INFORMATION

Paris, July 28, 2006
)
COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
FIRST HALF 2006 EARNINGS

NET SALES ARE UP 7.1%

I
IN SPITE QF UNPRECEDENTED INFLATION IN RAW MATERIAL COSTS, MICHELIN
GENERATES AN OPERATING MARGIN BEFORE NON-RECURRING ITEMS OF 8%.

« Up 0.9%, sales volumes continued to benefitifrom steady growth in emerging countries,
such as Chlna but were negatlvely |mpacted by the weakness of the North American
markets;

= The price-mix effect was maintained at the hlgh level of +4.0% but, in splte of additional
productivity gains, it did not allow, in the first half year, for the full compensation of the still
substantlally. negative impact of raw materials, energy and transportation costs;

= Netincome l5 down 28.2%, primarily becausetof the restructuring charges for the closing
of the BFGoodrich plant in Kitchener, Ontario (Canada)

The massive increase in raw materials costs (+21% cpmpared to the first half 2005, representing an
additional cost of EUR 352 million), weighed on Michelin’s operating performance.

The Truck businfess, in particular, was affected by higher natural rubber prices. The Group
maintained its policy aiming at offsetting these rising expenses by further increasing its selling prices.
However, over this semester, these increases were not sufficient to completely cancel out the highly
negative impact of surging costs.

Michel Rollier, Managmg Partner, said: “Over the past two and a half years, the repeated increases in
raw material prices have deteriorated Michelin’s costs by more than one billion euros. As the Group is
finding it difficult to fully compensate for this evolution, it is becoming essential to accelerate the
productivity |mprovement and cost reduction programs that are already in place. Michelin's teams are
aware of the challenge and of the measures thal need to be taken 1o rise to it. | am fully confident that
they will succeed”.

Given the current.environment and the likeliness of a further hike in raw material {amounting to an
additional EUR 800 million burden for the Group) ahd energy costs, Michelin's operating margin
before non-recurring items should be close to 8% in fiscal 2006,

tn EUR million (IFRS)’ 2006 / 2005 change
Consolidated net sales +7.1%

At constant scope-and exchange rales +4.9%
Sales volumes +0.9%
Operating income before non-recurring items -6.2%
Operating margin before non-recurring items -1.2pt
Operating income -29.4%
Operating margin -3.2pts

Net income -28.2%

Net income Group.share . - 29.0%

Net financial debt i +0.6%
Gearing 10 pt improvement
Free cash flow + 135

' Consolidated financiat statements ending June 30, 2006, have been prepared in accordance with the rules and
methods of the interriational accounting standards (International Financial Accounting Reparting Standard - IFRS)
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Evolution of tire markets in first half 2006

Europe North America South America Asia
Original Equipment +03% +0.2 % +7.5% +9.6%
Pass. Car/ Light Truck :
Replacement +2.8 % -4.7 % +4.0% +46%
Pass. Car/ Light Truck .
Original Equipment , +4.7% +4.1% -7% +20%
Truck
Replacement +23% -3.0% + 3% +8%
Truck )
" Power units only
? Radial only '

Tire markets were generally well-oriented in Europe, while replacement markets were clearly down in
North America. In particular, the European Truck replacement market has benefited from the
increased actlwty'of freight companies in Eastern Europe. The North American Passenger Car / Light
Truck replacement market has been severely affected by high gas prices.

Emerging Asian markets continue to enjoy positive momentum in China as well as in most ASEAN
(Assaciation of Southeast Asian Nations) countries. |

South American markets were generally strong, with the exception of Truck Original Equ1pment in
Brazil which suffered from the country’s agricultural difficulties and from the strength of the Real.

Group net sales are up 7.1% year-over-year (+ 4.3% at constant exchange rates)

This evolution can be explained by the following factors:

» Positive impact (+ 2.7 %) of exchange rates, notably due to the appreciation versus the Euro
of the US dollar (+4.5%), the Brazilian real (+23.0%), the Canadian dollar (+ 13.4%) and the
Mexican peso (+ 6.3 %) on average;

» Positive volume impact (+ 0.9 %), primarily related to the Group’s performance in Passenger
Car / Light Truck tires in Europe, the success of the strategy implemented in Asia, and in
China in particular, and to a lesser extent, to the recovery of the European Truck replacement
market. On the contrary, the Group was affected by the weakness in North American
replacement markets, in Passenger Car / Light Truck as well as in Truck;

+ Positive price-mix impact (+ 4.0%), at constant exchange rates. It is largely the consequence
of the Group s ongoing policy which aims at increasing its selling prices in order to
compensate for the negative effect of higher raw material costs. The mix, brand and market
segments continued to get richer;

» Negative scope impact (- 0.6%) due {o the disposal of the wheel business in May 2005 and in
spite of the positive effect brought by the |ntegrat|on of Tigar {Serbia) effective since March 1,
2005.




Group operating margin before non-recurring iter:ns is 8.0%, down 1.2 points compared to the
first half 2005. At EUR 645 million, operating income before non-recurring items is down 6.2%.

Again, this semester Michelin operated in a particularly unfavorable environment due to raw material
costs. Indeed, these rose by more than 20% year-over-year, representmg an additional cost of EUR
352 million, after EUR 455 million in 2005 and EUR 254 million in 2004. In only 30 months, the Group
has had to absorb more than EUR 1 billion of addltlonal costs. In the first half, energy and
transportation costs have increased too, generating another EUR 62 million of extra costs.

]

Though the pﬁcelmix effect was'maintained at a high level (+4%), Michelin was not able, in the first
half of 2006, to fully compensate for the unprecedented evolution of its external costs.

'

The EUR 42 million decline in the operating margin before non-recurring items can be analyzed as
follows: .

+ +EUR 307 million for a largely positive price-mix effect
e +'EUR 35 million for volumes .
« +EUR 20 million for currency fluctuations

¢ +IEUR 40 million generated by productlwty gains and control over overheads, in splte
of start-up costs of new greenfield plants and higher restructuring costs

. - EUR 414 million, caused by the increase in external costs, of which EUR 352 million
for raw materials only

. - EUR 27 million attributable to a much more precise |nventory management in the

first half of. 2006. This is contrastedito the first half of 2005, in which a build up of

mventones relative to 2004, due to pressure from the markets, had resulted in a
pasitive impact on the margin. '

» -EUR 4 million due to changes in the :scope of consolidation.

Net income is down 28.2% to EUR 276.9 million :

The EUR 109 mtlllon decline in net income compared to the first half 2005 can be expiained as
follows:

> The decrease in the operating income before non- recurring items of EUR 43 million;

* The restructuring charge for the closing of the BFGoodrich plant in Kitchener (Canada) for
EUR 160 mllhon |

» The |mprovement in financial income for EUR 100 million, corresponding to capital gain from
the sale, in February 2008, of the Group's remalnlng stake in Peugeot SA

Despite lower op;erating income, free cash flow improves, supported by good management of
working capital requirement }

EBITDA is down EUR 164 million, mainly because of the provision for restructuring accounted by the
Kitchener plant {EUR 180 million). On the contrary, the following factors have led to a EUR &0 miltion
improvement in the cash flow from operations:

» Positive ifnpact from the change in operating provisions. This is due to the booking of
provisions for EUR 23 million in the first half of 2006, after a reversal of provisions totaling
EUR 122imilliocn in the first half 2005. The change between the two semesters can be
primarily attributed to the provisions booked in relation to the closing of the BFGoodrich plant
in Kitchener (Canaday;

Very significant decrease in the change in accounts receivables: up EUR 79 million, compared
to a EUR 206 million increase in the first half 2005

> Good momtonng of inventories which rose in the same proportions as last year, while at the
same time, their value has been very substantially affected by higher raw material costs. This
performance is the result of highly dynamlc management of the Group’s industrial assets. As a
consequence inventories (expressed in tons)' are below their June 30, 2005 levels. It should

v




be noted that the seasonal inventory build-up in the first half has a temporarily negative impact
on free cash flow.

i

In the first half year, the Group made a payment corresponding to the strengthening, in 2005, of its
position in its main Thai subsidiary. It also increased its stake in Hankook. Following these cash
outflows for EUR: 77 million, the cash flow from fi nancmg activities is nonetheless improving by EUR
75 million, because of the following elements:

> Capital gain on the sale of the Peugeot SA shares (+EUR 122 million)
» Slightly Idwer levels of financiat investments and capital expenditures compared to a year ago
{(+EUR 34 million)

J

The Group’s financial structure improved compared to June 30, 2005, with shareholders’ equity
increasing more rapidly than financial debt. The gearing ratio is 104% at June 30, 2006, a 10-
point imprevement compared to the situation on June 30, 2005.

During the first half of the year,'net financial debt rose EUR 430 million, because of the following
elements:

» Financing of the negative free cash flow (+EUiQ 413 million) ;
» Dividend payment in May 2006 (+EUR 204 million);

> Impact ofjexchange rate fluctuations on debt for —EUR 150 million. In particular, this is related
to the depreciation of the US dollar versus the euro between January 1 and June 30, 2006.

’




Segment information

Net sales " Operating income Operating margin
before non-recurring | before non-recurring
items items
1" half 2006 1" half 2006 H12006 | H12005
In EUR Asa% -| 2006/ In EUR Asa%
million | of Group | 2005 |' million of Group
total total

SR1 4,367 54% +7.5% 348 54% 8.0% 9.6%
(Passenger !
Car [/ Light _
Truck and ‘
related
distribution
activities)
SR2 {Truck 2,627 3% +8.8% | 145 22% 5.5% 8.5%
and related .
distribution '
activities)
SR3 (Specialty | 1,029 13% +1.9%* | 152 24% 14.8% 9.2%
activities) |
Group Total 8,023 100% +71% |' 645 100% 8.0% 9.2%

* At constant scope, the change would have been +19.6%

SR1 (Passenger Car / Light Truck and related distribution activities): at 8.0%, the operating
margin is down 1.6 point compared to the first half of 2005. The main reasons are as follows:

= Soaring raw material costs were partially offsetl by price increases in replacement but not in
original equipment;

= Production costs {excluding raw materials) have been negatively impacted by lower production -
schedules in North America, in order to maintain strict control over inventories.

The above is in spite of:

» The significant improvement in the brand mix. The Group’s premium brands are gaining market
shares in Asia and in Europe while maintaining their position in North America, at the expense of
private and associate brands;

= Good control over selling, general and administrative expenses, as well as on development costs.

In Europe, replacement markets enjoyed robust growth of about 3% compared to the first half of
2005, a much richer segment mix (VZ + 8%, winter + 32%, 4X4 + 18%). In this context, Michelin's
sales volumes outperformed market growth.

Qver the first half, the Group’s price increases were not sufficient to fully offsel the escalation in raw
material costs. Improved brand and segment mixes, however, helped mitigate these very strong
headwinds. The Group recorded satisfactory sales in its premium brands, gaining market share in

summer as well as in winter tires.
]

In Original Equipment, Eurcpean markets were up 0.3% compared to the first haif of 2005. Michelin's
sales volumes are down, reflecting the evolution of the market shares of its main customers. The size




mix further improved. In this activity, the Group must continue its policy aiming at increasing its selling
prices in order to compensate for higher raw material c::osts.

in North America, the replacement market is down 4.7%, with -5% for the USA alone. According to
federal statistics, it appears for the first time since the oil ¢risis of 1979, that the number of miles driven
in the first half remained flat, despite the increase in the number of cars. This situation is the direct
consequence of the significant increase in gas prices. In this unfavorable environment, the Group’s
*flag” brands (Michelin, BF Geodrich and Uniroyal) maintain their market shares, while those of private
and associate brands are very depressed. .

In Original Equipment on a flat market (+0.2%) Michelin's sales are down, as the Group is affected
by a change in the mix of cars manufactured: sports and leisure cars (4X4 and SUV) are down in
relative terms 1o the advantage of smaller vehicles, a segment where Michelin is less present.

The Group gained-further additional positions with Asian car manufacturers which enable it to
strengthen its presence in the best selling car in the US (Toyota Camry).

In South America, the replacement market was up zlt% compared to the first half of 2005; Michelin
maintained its market share in Brazil and raised it in Argentina. The Group showed resmence to fierce
competition from Asian imports.

|

In_Asia, in replacement, the Group benefited from a very good ievel of activity, as evidenced by the
double-digit growth rate of sales volumes. In China in particular, on a market that is up 20%, Michelin
gained additional market share and confirmed its leadership in the Passenger Car / Light Truck
market. Price in¢créases across the entire region have |:1eld up well.

SR2 (Truck and related distribution activities): the declme in operating margin (from 8.5% in the

first half of 2005 to 5.5%) primarily reflects the sxgmfcant impact of the increase in natural
rubber costs.

The 3 point drop in this segment’s operating margin is Fnainly related to:

s The extremely negative impact of higher natural rubber costs for this type of tires. This impact
was not fully offset by the price increases implemented in the first half of the year;

+ Unfavorable geographic mixes. !

In_Europe, in replacement, market growth picked up (+ 2.3%). This is the result of contrasted
evolutions which include a strong increase in the East (+13%), but a stagnation in the West (+0.3%),
given the sluggish sell-out market. Indeed, the economic environment is not pérticularly buoyant as
many European frelght companies are unable to pass on to their client base the increase in gas
prices. Simultaneously, the strength in the Original Equipment market (in anticipation of the
impfementation of.the new Euro IV emission standards) absorbed part of the replacement market
growth potential. Michelin's sales are slightly cutperforming the market, allowing the Group to increase
its market share on the continent. Though not sufficient to fully offset for the increase in raw material
costs, price increases passed at the beginning of the year have held.

As expected, the Orlglnal Equipment market was strong it recorded sequential acceleration from
one quarter to the next in anticipation of the Euro IV standard that becomes effective October 1, 2006.
With stable sales, Michelin is maintaining the market share it considers adeguate.

In North America, in replacement, the market recordé a sharp fall of 3% compared to the first half of
2005, with marked|differences among the various countries of the region:- 12% in Canada, - 4% in the
US, but + 6% in Mexico. In the region, Group sales show some progress. The price increases passed
at the beginning of the year are holding, generating an overall increase of the average selling price.

1
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The Michelin X One tire confirms its growth potential with sales volumes substantially above thosé of a
year ago. Retreading continues its expansion with the opening of three new shops in the first half and
7 others planned for this summer, generating signiﬁcant growth and boosting market share.

In Original Equlpment the market is up more than 4%. With stable sales, the market share is
consistent with the Group's strategy.

In South America, the radial replacement market was up 3%. Michelin increased its ' market position,

supported by dynamic sales in Spanish-speaking countries and despite the fierce compelition’ from
Asian imports in Brazil. '

In_Asia, in replacement, the radial market is rapidly expanding (nearly + 7%). This is primarily driven
by China (+ 11%), but also by all the other countries in the area, with the exception of Taiwan and
Australia where markets are down by at least 3%. With a satisfactory progression in sales, specifically
in China, Japan and Thailand, Michelin is gaining marlﬁet share.

In Original Equipment, in a market that is growing 20%. Michelin continues its dynamic growth and
increases its position.

SR3 (Specialty actlwtles) at 14.8%, against 9. 2% m the first half of 2005, the operating margin

is further signifi rantly improved. Today, this segment has the highest level of profitability in
the Group.

This outstanding performance validates the Group strategy of developing high value-added technical
products that respond to increasingly demanding professionals. The profitability improvement can be
explained by the hrgher value that is extracted by the product offerlng and by more supportive market
conditions (in earthmover and in aircraft radial tires), arlrd by reorganizing industrial facilities.

|
« The market for Earthmover. tires was quite dynamic, with tire demand continuing to exceed
supply. The Group was able to increase its sales in tons compared to the first half of 2005 by
raising capacity utilization rates, in particular for small and medium-sized tires. Boosted by price
adjustments aimed at compensating for higher raw material costs, net sales have surged.

¢« In the first half of 2008, the markets for Agricultural replacement tires have been very
contrasted: in North America, they were down 7% whereas in Europe, they were up 4% compared
to the first half of 2005. Group net sales are expanding, in particular in Europe where Michelin has
gained market share in Michelin and Kleber branded tires.

In Original Equipment, Group sales are in line with the markets, which were down by about 5%
compared to a year ago.

s Motorcycle markets continued to show progress in the first half of 2006, with replacement
markets in Europe and in North America up about 5%.
|
Taking advantz';ge of the radial product range on the Sports segment, sales outpaced the market.

b
t

« In the first halfiof 2008, Aircraft tire markets contmued to be very strong, up 7%, with demand for
radial tires exceeding the supply. The other segments of this market performed similarly. Net sales
were substantially up, supported by favorable product and geographic mixes.

A Aerl‘er wey forward
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¢ in a lacklustre environment, Maps and Guides managed to maintain their activity level: business
picked up in France, essentially driven by a very strong performance of the Red Guide. The in- |
depth revamp of the Green Guides as well as the new “Voyager Pratique” collection, benefited
from a positive market response. ‘

s During the first half, ViaMichelin accelerated its expansion in the area of GPS road navigation, l
with a full offering (services, software and hardware). The GPS range now includes the X-950 |

software whilé internet activities continued their deuelopment with traffic to the website exceeding
1.5 million visits some days.

Outlook for 2006 ‘
Forecast trends in key tire markets in 2006 !
Europe Nortril America South Asia

' . America 1
Original Equipment +0.5% +0.7' % +9.3% +91% '
Pass. Car/ Light Truck : l
Replacement +3.8 % -3.0% +4.0% +4.1%
Pass. Car/ Light Truck |
Original Equipment +4.6% +8.4 % -7.0%° +20.0 %
Truck .
Replacement +29% -38% +3.0%° +8.0%
Truck '
T Power units only -
* Radial only i

Trends observed in the first half are expected to continue in the second part of the year: North
American replacer‘nent markets should remain depressed, whereas in Europe, these markets should
be relatively robust, supported, in particular, by Eastemn Europe Truck Criginal Equipment markets
should remain dynamic, with acceleration in North America, in anticipation of the implementation of
new emission standards. i

]
Michelin believes that the escalation in raw material costs could further deteriorate the Group's
accounts in the second half, with the increase totaling 23% for 2006; representing an additional cost of
EUR 800 million. New price increases have been announced to become effective in the second
semester in order to limit, as much as possible, the negative effects of these headwinds.

Given the current environment and the likeliness of a'further hike in raw material and energy costs,
Michelin’s operatlng margin before non-recurring |tems should be close to 8% in fiscal 2006.

!




Consolidated net sales for the third quarter ending September 30, 2006 will be announced on October
24, 2006, after thé Euronext Paris market close.

1
t

" A more detailed rnpon on the accounts for the first half ended June 30, 2006 is available upon writlen
request to the Investors Relations Department, or on the web at www.michelin.com, or by calling
33(0) 145661615

For those wishing to obtain more information on tire markets and on Michelin, a Fact-book is available
on the Group's web site at:
hitp: /Avww, mlchelmWcamlcorporaieifront!templateslafflch jsp"COdeRubnque =200503101130528lang=EN

+

Contacts
Investor Relations Press ;
. ' Fablenne de Brébisson: +33(0)14566 1072 :
Christophe Mazel: +33 (0) 4 73 3224 53 +33(0)608 8618 15 ‘
i +33(0) 1456616 15 fabienne.de- breblsson@fr michelin.com
christophe.mazel@fr.michelin.com ‘ ;
i ' '
| Jacques Hollaender: +33 (0) 4 73 32 18 02 Individual Shareholders i
i +33(0)687 7429 27 ‘Anne-Marie Vigier-Perret: + 33 (0)4 73885908
iacques-philippe.hollaender@fr.michelin.com anne-marie.vigier-perret@fr.michelin.com o
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CONSOLIDATED INCOME STATEMENT

_:8ix months ended

Six months ended

(in EUR million, except per share data) 30 June 2006 30 June 2005
Sales 8,023 7,490
Cost of sales (5,670) (5.104)
Gross profit .. 2,353 2,386
Sales and marketing expenses “(874) (847)
Research and development expenses {302) {289)
General and administrative expenses {497) {510
Other operating income and expenses i 5(35) (53)
Qperating income hefore non-recurring income and expenses 645 687
Non-recurring income and expenses {160} -
Operating income . 485 687
i AR
Finance costs - net i (35) (135)
Share of profit/{loss) from associates 4 4
Income before taxes - 454 556
Income tax ‘ .:E:f;'('1'77) (170}
Net income i 386
»  Afiributable to Shareholders 276 389
= Aftributable to non-controlling interests o1 (3)
Earnings per share (in eurcs) o
= Basic " 1.90 268
*  Diluted 1.90 2.67

10
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CONSOLIDATED BALANCE SHEET

S Asfat As at
{in EUR million) 30 June 2006 | 31 December 2005
Goodwil e 431 444
Other intangible assets ' 189 162
Property, plant and equipment {PP&E) L 6,469 6,577 '
Non-current financial assets and other assets ﬁ ’ 454 435 '
Investments in associates and joint ventures ' : 251 50
Deferred tax assets ) . 3,161 1,227
Non-current assots . 8,755 B,925
Inventories ﬁ ' e 3503 3,225 !
Trade receivables o 3,236 3,273 f
Current financial zssets 86 229 :
Other current assets . : (444 618
Cash and cash equivalents | : 413 611
Current assets L 7,682 7,956
TOTAL ASSETS ' s 16,437. 16,881
Share capital L ‘287 287
Share premiums B 1,849 1,845 \
Reserves ' 2,206 2,379 '
Non-controlling intarests I R |} 16
Total equity ) _ 4,351 4,527 l
Non-current financial liabilities . 3,092
Employee benefits ' 3,049
Provisions and other nan-current liabilities ‘ 801
Deferred tax liabilities ' [
Non-current liabilities ! 1013 :
Current financial liabilities 1,647 !
Trade payables 1,792
Qther current ligbilities 1,902
Current liabilities . 5,341
TOTAL LIABILITIES AND EQUITY ‘ _ 16,437 16,881

11
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CONSOLIDATED CASH FLOW STATEMENT

4

~ Six months ended

Six months ended

in EUR million} e 30 June 2006 30 June 2005
Net income ' ¥ G 2 386
EBITDA adjustments . O '

=  Finance costs - net _ 135
=  Income tax 170
= Amortization, depreciation and |mpa1rmentof intangible assets = 395
and PP&E ' .
= Share of loss/(profit) from associates ' {4)
EBITDA : - ' i 1,082
Non-cash other income and expenses \ 0 N
Change in provisions for risks and charges : {122)
Net finance costs paid {176)
Income tax paid { (17)
Change in value of working capital, net of impairments {682)
Cash flows from operating activities (22)
1
Purchases of intangible assets and PP&E ‘ '(537)
Proceeds from sale of intangible assets and PP&E ; K
Acquisitions of consolidated shareholdings, net of cash acquired (12)
Proceeds from sale of consolidated shareholdings, net of cash disposed 4)
Purchases of other shareholdings . {2)
Proceeds from sale of other shareholdings ) 1
Change in value of other financial assets {7)
Cash flows from investing activities t b {526)
7 T
Proceeds from issuarice of shares -
Proceeds from intrease of non-controlling interests in the share capital 14
of subsidfaries i
Proceeds from sale of treasury shares , -
Dividends paid to Shareholders ; (179)
Dividends paid to non-controlling interests of subsidiaries ' (35)
Other distributions (5)
Change in value of financial liabilities ) {492)
Other . 5
Cash flows from fi nancmg activities ' Fo {693)
, i
Effect of the change of currency rates . | 23
]
!
Increase (decrease) of cash and cash equivalents ' i, {1,218}
i
Cash and cash equivalents as at 1 January . ' . 1,655
Cash and cash equivalents as at 30 June f 437
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First-Half 2006 Earnings

Paris, July 28, 2006

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
FIRST HALF 2006 EARNINGS

NET SALES ARE UP 7.1%

b
IN SPITE OF UNPRECEDENTED INFLATION IN RAW MATERIAL COSTS, MICHELIN
GENERATES AN OPERATING MARGIN BEFORE NON-RECURRING ITEMS OF 8%.

' .
» Up 0.9%, sales volumes continued to benefit from steady growth in emerging countries,

such as China, but were negatively impacted by the weakness of the North American
markets;

» The price-mix effect was maintained at the high level of +4.0% but, in spite of addltlonal
preductivity gains, it did not allow, in the first half year, for the full compensation of the still
substantml!y negative impact of raw materials, energy and transportation costs;

* Net income is down 28.2%, primarily because of the restructuring charges for the closing
of the BFGoodrich plant in Kitchener, Ontario (ICanada).

The massive increase in raw matenals costs (+21% compared to the first half 2005, representing an
additional costof EUR 352 million), weighed on Michelin's operating performance.

The Truck business, in particular, was affected by higher natura! rubber prices. The Group
maintained its policy aiming at offsetting these rising expenses by further increasing its selling prices.
However, over' this semester, thess increases were not sufficient to completely cancel out the highly
negative impact of surging costs. b

Michel Rollier, Managing Partner, said: “Over the past two and a half years, the repeated increases in
raw material prices have deteriorated Michelin's costs by more than one billion euros. As the Group is
finding it diffi cult to fully compensate for this evolution, it is becoming essential to accelerate the
productivity improvement and cost reduction programs that are already in place. Michelin's teams are
aware of the challenge and of the measures that need to be taken to rise to it. I am fully confident that
they wﬂl succeed”.

Given the current environment and the likeliness of a'further hike in raw material {amounting to an

additionat EUF{ 800 million burden for the Group) and energy costs, Michelin's operating margin
before non-recurring items should be close to 8% in fiscal 20086.

In EUR million (IFRS)’ As of June 30, zons 2006 / 2005 change
Consolidated net sales +71%

At constant scope and exchange rates +4.9%
Sales volumes, | _ +0.9%
Operating incoine before non-recurring items | * ©.~ 6447 . -6.2%
Operating margin before non-recurring items ‘ . 8.0% ’ -1.2pt
Operating income L . 485.2 ) - 29.4%
Operating margin Loyt B0%., s -32pts
Netincome ' ! T 2789 ! -28.2%

Net income Group share | o2 ] - 29.0%

Net financial debt I, ' +0.6%
Gearing ' . 10 pt improvement
Free cash flow e +135

' Consolidated firiancial statements ending June 30, 2006, have been prepared in accardance with the rules and
methods of the international accounting standards (international Financial Accounting Reporting Standard - IFRS)

+
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ﬁ Evolution of tire markets in first half 2006
(14
3 Europe North-America | South America Asia
§ Original Equipment +03% +q.2 % +7.5% +9.6%
a Pass. Car f Light Truck
Replacement’ +2.8 % -4.7 % +4.0% +4.6%
Pass. Car/Light Truck '
Original Equipment +4.7% " +4.1% -T %" +20 %
Truck
Replacement . +23% -3.0% - + 3% +8%
Truck
" Power units only
? Radial only

Tire markets were generally well ariented in Europe, while replacement markets were clearty down in
North America. In particular, the European Truck replacement market has benefited from the
increased activity of freight companies in Eastern Europe. The North American Passenger Car / Light
Truck replacement market has been severely affected by high gas prices.

Emerging Asian markets continue to enjoy positive momentum in China as well as in most ASEAN
{Association of Southeast Asian Nations) countries.

South American markets were generally strong, with the exception of Truck Original Equipment in
Brazil which suffered from the country’s agricultural difficulties and from the strength of the Real.

Group net sales are up 7.1% year-over-year (+ 4.3% at constant exchange rates)
This evolution can be explained by the following factors:

« Positive impact (+ 2.7 %) of exchange rates, notably due to the appreciation versus the Euro
of the US dollar {(+4.5%), the Brazilian real {+23.0%), the Canadian dollar (+ 13.4%) and the
Mexican peso (+ 6.3 %) on average;

» Positive volume impact (+ 0.9 %), primarily related to the Group's performance in Passenger
Car / Light Truck tires in Europe, the success of the strategy implemented in Asia, and in
China in particular, and to a lesser extent, to the recovery of the European Truck replacement
markel. On the contrary, the Group was affected by the weakness in North American
replacement markets, in Passenger Car / Light Truck as well as in Truck;

+ Positive price-mix impact (+ 4.0%}, at constant exchange rates. It is largely the consequence
of the Group's ongoing policy which aims at increasing its selling prices in order to
compensate for the negative effect of higher raw material costs. The mix, brand and market
segments continued to get richer;

+ Negative scope impact {- 0.6%) due to the disposal of the wheel business in May 2005 and in
spite of the positive effect brought by the integration of Tigar (Serhia) effective since March 1,
2005.

A betler way forward




i First-Half 2006 Earnings |

Group operating margin before non-recurring items is 8.0%, down 1.2 points compared to the
first half 2005, At EUR 645 million, operating income before non-recurring items is down 6.2%.

Again, this semester, Michelin operated in a particularly unfavorable environment due to raw materiat

costs. Indeed, these rose by more than 20% year-over-year, representing an additional cost of EUR .
352 million, after EUR 455 million in 2005 and EUR 254 million in 2004. tn only 30 months, the Group '
has had to absorb more than EUR 1 billion of additional costs. In the first half, energy and
transportation costs have increased too, generating another EUR 62 million of extra costs.
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Though the price-mix effect was maintained at a high level (+4%), Michelin was not able, in the first
half of 2008, to fully compensate for the unprecedented evolution of its external costs. !

The EUR 42 millfion decline in the operating margin before non-recurring items can be analyzed as
follows:

« +EUR 307 million for a largely positive price-mix effect |
+ + EUR 35 million for volumes
+« +EUR 20 million for currency fluctuations

« + EUR 40 millicn generated by productivity gains and control over overheads, in spite
of start-up costs of new greenfield plants and higher restructuring costs

+« - EUR 414 millien, caused by the increase in external costs, of which EUR 352 million '
for raw materials only

= - EUR 27 million attributable to a much more precise inventory management in the
first half of 2006. This is contrasted to the first half of 2005, in which a build up of
inventories relative to 2004, due to pressure from the markets, had resulted in a
positive impact on the margin.

+ - EUR 4 million due to changes in the scope of consolidation.

Net income is down 28.2% to EUR 276.9 million

1
The EUR 109 million decline in net income compared to the first half 2005 can be explained as
follows: ‘

#» The decrease in the operating income before nen-recunring items of EUR 43 million; ‘ '

S

» The rfeslructuring charge for the closing of the BFGoodrich plant in Kitchener (Canada) for
EUR 180 million; :

* The irnprovement in financial income for EUR 100 million, corresponding to capital gain from f I
the sale, in February 2006, of the Group's ramaining stake in Peugeot SA.

Despite lower operating income, free cash flow improves, supported by good management of ‘ !
working capital requirement

EBITDA is down EUR 164 million, mainly because of the provision for restruct'uring accounted by the
Kitchener plant (EUR 160 million). On the contrary, the following factors have led to a EUR 60 million '
improvement in the cash flow from operations: . )

» Positive impact from the change in operating provisions. This is due to the booking of
provisions for EUR 23 million in the first half. of 2006, after a reversal of provisions totaling
EUR 122 million in the first half 2005. The change between the two semesters can be
primarily attributed to the provisions booked in relauon to the closing of the BFGoodrich plant
in Kitchener (Canada); .

» Very significant decrease in the change in accounts receivables: up EUR 79 million, compared ' '
to a EUR 206 million increase in the first half 2005; :

Good monitering of inventories which rose in the same proportions as last year, while at the
same time, their value has been very substantially affected by higher raw material costs. This
performance is the result of highly dynamic management of the Group's industrial assets. As a
consequence, inventories (expressed in tons) are below their June 30, 2005 levels. It should
be noled that the seasonal inventory build-up in the first half has a temporarily negative impact
on free cash flow.
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J

In the first half year, the Group made a payment corresponding to the strengthening, in 2005, of its
position in its' main Thai subsidiary. It also increased Its stake in Hankook. Following these cash
outflows for EUR 77 million, the cash flow from fi inancing activities is nonetheless improving by EUR
75 million, because of the following elements:

LS

> Caplt:[l! gain on the sale of the Peugeot SA shares (+EUR 122 million)

» Slightly lower levels of financial investments and capital expenditures compared to a year ago
{+EUR 34 rnillion)

The Group s f‘nant:lal structure improved compared to June 30, 2005, with shareholders’ equity
increasing more rapidly than financial debt. The gearing ratio is 104% at June 30, 2006, a 10-
point improvement compared to the situation on June 30, 2005,

During the first half of the year, net financial debt rose EUR 430 million, because of the following
elements:

A\

1
Financing of the negative free cash flow (+EUR 413 million) ;
Dividend payment in May 2006 (+EUR 204 million};

Impact of exchange rate fluctuations on debt for =EUR 150 million. In particular, this is related
to the depreciation of the US dollar versus the euro between January 1 and June 30, 2006.

v v
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Segment information
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Net saies Operating income Operating margin
before non-recurring | before non-recurring
items items
1" half 2006 ' 1™ half 2006 H1 2006 H1 2005
In EUR Asa% 2006/ | . InEUR Asa %
million | of Group [ 2005 million of Group
total total

SR1 4,367 54% +7.5% 348 54% 8.0% 9.6%
(Passenger
Car / Light .
Truck and ‘
related '
distribution
activities)
SR2 {Truck 2,627 33% + B8.8% 145 22% 5.5% 8.5%
and related
distribution
activities)
SR3 (Specialty 1,029 13% +1.9%" 152 24% 14.8% 9.2%
activities)
Group Total 8,023 100% +71% | 645 100% 8.0% 9.2%

* At constant scope, the change would have been +193.6%

SR1 (Passenger Car / Light Truck and related distribution activities): at 8.0%, the operating
margin is down 1.6 point compared to the first half of 2005. The main reasons are as follows:

=« Soaring raw material costs were partially offset by price increases in replacement but not in
origina!l equipment;
= Production ¢costs (excluding raw materials) have been negatively impacted by lower production

schedules in North America, in order to maintain strict control over inventories.
[

The above is in spite of:

*  The significant improvement in the brand mix. The Group’s premium brands are gaining market
shares in Asia and in Europe while maintaining their position in North America, at the expense of
private and associate brands;

»  Good control over selling, general and administrative expenses, as well as on development costs.

In Europe, replacement markets enjoyed robust growth of about 3% compared to the first half of
2005, a much richer segment mix (VZ + 8%, winter + 32%, 4X4 + 18%). In this context, Michelin's
sales volumes outperformed market growth.

Over the first half, the Group's price increases were not sufficient to fully offset the escalation in raw
material cosls. Improved brand and segment mixes, however, helped mitigate these very strong
headwinds. The Group recorded satisfactory sales in its premium brands, gaining market share in
summer as well as in winter tires.

in Original Equipment, European markets were up 0.3% compared to the first half of 2005. Michelin's
sales volumes are down, refiecting the evolution of the market shares of its main customers. The size
mix further improved. In this activity, the Group must continue its policy aiming at increasing its selling
prices in order to compensate for higher raw material costs.

9 A better way forwerad
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In North America, the replacement market is down 4.7%, with -5% for the USA alone. According to
federal statistics, it appears for the first time since the oil crisis of 1979, that the number of mites driven ,
in the first half remained fiat, despite the increase in the number of cars. This situation is the direct ‘ :
consequence of the significant increase in gas prices. In this unfavorable environment, the Group's

“flag” brands (Michelin, BFGoodrich and Uniroyal) mamtam their market shares, while those of private I
and associate brands are very depressed. i !
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In Original Equipment, on a flal market (+0.2%} Michelin’s sales are down, as the Group is affected
by a change in the mix of cars manufactured: sports and leisure cars (4X4 and SUV) are down in E
’ relative terms to the advantage of smaller vehicles, a segment where Michelin is less present.
I
|
|
I
|

The Group gained further additional posItions with Asian car manufacturers which enable it to
strengthen its presence in'the best selling car in the US (Toyota Camry).

| .
In South Ameérica, the replacement market was up 4% compared to the first half of 2005; Michelin' ‘

_maintained its ;market share in Brazil and raised it in Argentina. The Group showed resilience to fierce i I
competition from Asian imports. '

'

In Asia, in replacement, the Group benefited from a very good level of activity, as evidenced by the
double-dlglt growth rate of sales volumes. In China in particular, on a market that is up 20%, Michelin
gained additional market share and confimed its leadership in the Passenger Car / Light Truck
market. Price increases across the entire region have held up well.

SR2 (Truck aﬁd related distribution activities): the decline in operating margin (from 8.5% in the
first half of 2005 to 5.5%) primarily reflects the significant |mpact of the increase in natural
rubber costs.

The 3 point dr;:p in this segment’s operating margin is mainly related to;

« The extremely negative impact of higher natural rubber costs for this type of tires. This impact. l
was not fully offset by the price increases implemented in the first half of the year; '

+ Unfavorable geographic mixes.

evolutions which include a strong increase in the East (+13%) but a stagnahon in the West (+0.3%),
given the sluggish sell-out market. Indeed, the eoonomlc environment is not part:culaﬂy buoyant as
many European freight companies are unable to pass on to their client base the increase in gas-
prices. Slmultaneously, the strength in the Original Equipment market (in anticipation of the
lmplementatson of the new Euro IV emission standards) absorbed part of the replacement market
growth polentlcll Michelin's sales are slightly outperforming the market, allowing the Group to increase
its market share on the continent. Though not sufficient to fully offset for the increase in raw material
costs, price increases passed at the beginning of the year have held.

I
I
i In_Europe, in réplacement market growth picked up (+ 2.3%). This is the result of contrasted
|
I
|

| As expected, the Original Equipment market was strong: it recorded sequential acceleration from
; one quarter to the next, in anticipation of the Euro IV standard that becomes effective October 1, 20086.
; With stable sales, Michelin is maintaining the market share it considers adequate.

In North America, in replacement, the market records a sharp fall of 3% compared to the first half of
2005, with marked differences among the various countries of the region:- 12% in Canada, - 4% in the '
US, but + 6% in Mexico. in the region, Group sales show some progress. The price increases passed '
at the beglnnmg of the year are holding, generating an overall increase of the average selling price.
. The Michelin X One tire confirms its growth potential W|th sales volumes substantially above those of a
year ago. Retreading continues its expansion with the opening of three new shops in the first ha!f and
7 others planned for this summer, generating signiﬁcant growth and boosting market share.

In Original Equlpment the market is up more than 4%. With stable sales, the market share is
consistent with the Group’s strategy. .
|

: MICHELMII
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In South America, the radial replacement market was up 3%. Michelin increased its market position,
supported by dynamic sales in Spanish-speaking countries and despite the fierce competition from
Asian imports in Brazil.

t
in Asia, in replacement the radial market is rapidly expanding (nearly + 7%). This is primarily driven
by by China (+ 11%) but alse by all the other countries in the area, with the exception of Taiwan and

Australia where markets are down by at least 3%. With a satisfactory progression in sales, specifically
in China, Japan and Thailand, Michelin is gaining market share.

in Original Equlpment in a market that is growing 20%, Michelin continues its dynamic growth and

increases its posmon

t

t
SR3 (Specialty activities): at 14.8%, against 9.2% in the first half of 2005, the operating margin
is further significantly improved. Today, this segment has the highest level of profitability in
the Group.

This outstanding performance validates the Group strategy of developing high value-added technical
products that respond to increasingly demanding professionals. The profitability improvement can be
explained by the higher value that is extracted by the product offering and by more supportive market
conditions (in earthmover and in aircraft radial tires), and by reorganizing industrial facilities.

» The market for Earthmover tires was quite dynamic, with fire demand confinuing to exceed
supply. The Group was able to increase its sales in tons compared to the first half of 2005 by
raising capacity utilization rates, in particular for small and medium-sized tires. Boosted by price
adjustments aimed at compensating for higher raw Irnatenal costs, net sales have surged.

+ In the first half of 2006, the markets for Agricultural replacement tires have been very
contrasted; in North America, they were down 7% whereas in Europe, they were up 4% compared
to the first half of 2005. Group net sales are expanding, in particutar in Europe where Michelin has
gained market share in Michelin and Kleber branded tires.

In Orlgmal Equipment, Group sales are in line W|th the markets, which were down by about 5% _

compared 1o a year ago.

« Motorcycle markets continued to show progress in the first half of 2008, with replacement.

markets in Europe and in North America up about 5%.
Taking advantage of the radial product range on the Sports segment, sales ocutpaced the market.

« In the first half of 2006, Aircraft tire markets continued to be very strang, up 7%, with demand for ‘

radial tires exceeding the supply. The other segments of this market perfomed similarly. Net sales
were substantially up, supported by favorable product and geographic mixes.

« In a lacklustre environment, Maps and Guides managed to maintain their activity level: business
picked up in France, essentially driven by a very strong performance of the Red Guide. The in-

depth revamp of the Green Guides as well as the new “Voyager Pratique” collection, benefited

from a positive market response.

e During the first half, ViaMichelin accelerated its expansion in the area of GPS road navigation,
with a full offering (services, software and hardware). The GPS range now includes the X-950
software while internet activities continued their development with traffic to the website exceeding
1.5 million visits some days.

11
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ﬂ Forecast trends in key tire markets in 2005
E Europe North America South Asia
. America
Original Equipment +0.5% +0.7 % +9.3% +9.1%
Pass. Car / Light Truck
Replacement +3.8 % -3.0% +4.0% +41%
Pass. Car / Light Truck
Original Equipment +4.6% " +8.4% -7.0% +20.0%
Truck !
Replacement +29% -3.8% +30% +80%
Truck '
" Power units only
? Radial only

Trends observed in the first half are expected to continue in the second part of the year: North
American replacement markets should remain depressed, whereas in Europe, these markets should
be relatively robust, supported, in particular, by Eastern Europe. Truck Qriginal Equipment markets
should remain dynamic, with acceleration in North America, in anticipation of the implementation of
new emission standards.

Michelin believes that the escalation in raw material costs could further deteriorate the Group's
accounts in the second half, with the increase totaling 23% for 2008; representing an additional cost of
EUR 800 million. New price increases have been announced to become effective in the second
semester in order to limit, as much as possible, the negative effects of these headwinds.

Given the current environment and the likeliness of a further hike in raw material and energy costs,
Michelin's eperating margin before non-recurring items should be close to 8% in fiscal 2008.

Consolidated net sales for the third quarter ending September 30, 2006 will be announced on October
24, 2006, after the Euranext Paris market close.

A more detailed report on the accounts for the first half ended June 30, 2006 is available upon written
request to the Investors Relations Department, or on the web at www.michelin.com, or by calling
33(0)14566 16 15

For those wishing to obtain more information on tire markets and on Michelin, a Fact-book is available
on the Group’s web site at:
_ http:/fwww,michelin.com/corporate/fronttem plates/affich.jsp?codeRubrique=20050310113052&lang=EN
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Contacts

Investor Relations

Christophe Maze) : +33(0) 4 73 32 24 53
+33{0) 14566 16 15
christoghe.ma:zel@fr.michelin.com

Jacques Holtaender: +33 (0)4 73 3218 02
+33{0)6'87 74 29 27

Press

Fabienne de Brébisson: + 33 (0) 145661072
+33(0)60886 1815

fabienne.de-brebisson{@ir.michelin.com
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Individual Shareholders
Anne-Marie Vigier-Perret: + 33 (0)4 73 98 5908

jacgues-ghilig'pe.hol!aender@fr.michelin.com

anne-marie, vigier-perret@fr michelin.com
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CONSOLIDATED INCOME STATEMENT f

Six months ended:{ Six months ended
{in EUR mittion, except per share data) ! " 30 June 2006 30 June 2005
Sates ) 8,023 7,490
Cost of sales (5,670} (5,104)
Gross profit - 2,353 2,386
Sales and marketing expenses (874} (847)
Research and davelopment expenses {302} (289)
General and administrative expenses {497). {510)
Other operating income and expenses (35) (53)
Operating income before non-recurring income and expenses 645 687
Non-recuring in'come and expenses {160) -
Operating income 485 687
Finance costs — nat (35)° {135)
Share of profit/{loss) from associates 4 4
Income before taxes 454 556
Income tax (77 (170)
Net income am 386
*  Aftributable to Shareholders 278 389
s Attributable to non<controlling interests 1 (3)
Eamings per share {in euros) i
= Basic 3.90 268
»  Diluted 1.90 2.67

14
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CONSOLIDATED BALANCE SHEET

As at As at
(in EUR million) -~ 30 June 2006 { 31 December 2005
Goodwill 431, 444
Other intangible assets 189 192
Property, plant and equipment {PP&E) 6,469 6,577
Non-cument financial assets and other assets 454 435
Investments in associates and joint ventures 51 50
Defermed tax assets 1,161. 1,227
Non-gurrent assets ‘8,755 8,925
Inventories 3,503 3,225
Trade receivables 3,236 3,273
Current financial assets 86 229
Other current assets 444 618
Cash and cash equivalents 413 611
Current assets 7,682 7,956
TOTAL ASSETS 16,437 16,881
Share capital 287 287
Share premiurns 1,849 1,845
Reserves 2,206 2,379
Non-controlling interests 15 16
Total equity . 4,357 4,527
Non-curent financial liabilities 3,514 3,002
Employee benzfits 2,897 3,049
Provisions and other non-cument liabiliies 872 801
Deferred tax liabilities . 59 71
Non-current liabilities 7,342 7,013
Current financial liabilities 1,437 1,647
Trade payables 1,426 1,792
Other current liabilities 1,875 1,902
Current liabilities 4,738 5,341
TOTAL LIABILITIES AND EQUITY 16,437 16,881
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CONSOLIDATED CASH FLOW STATEMENT

. . Six months ended
{in EUR million) . . 30 June 2005
Netincome . 386"
EBITDA adjustments ;
Fmance. costs - net ! 135
. Income tax ’ \ 170
" Amortl‘atlon depreciation and |mpa|rmen1 of |ntang|ble assets 395
and PP&E
»  Share of. lossf(profit) from assouates 4y
EBITDA . ! 1,082
Non-cash other income and expenses (N
Change in provisions for risks and charges t . {122)
Net finance costs paid ! {176).
Income tax paid i . (117
Change in value of working capital, net of impaimments I {682)
Cash flows from operating activities : (22).
Purchases of |ntanglble assets and PPEE - ) - {537)
Proceeds from 51Ie of infangible assets and PP&E . © 3%
Acquisitions of conso!zdated shareholdings, net of cash acquired . (12
Proceeds from sale of consolidated shareholdings, net of cash dlsposed (4)
Purchases of other shareholdings 2
Proceeds from sale of other shareholdings " 1
- Change In value of other financial assets ' N
Cash flows from investing activities {526}
Pruceeds from i |ssuance of shares ‘ -
Praceeds from increase of non-controll ng interests in the share capltal 14
of subsidiaries ‘ .
Praceeds from sale of treasury shares : -
Dividends paid to Shareholders (179)
Dividends paid to non-controlling interests of subsidiaries f . (35)
Other dlstnbunon . {6}
Change in value of financial liabilities (492)-
Other , ' 5!
Cash flows from financing activities ! (693}
; - -
Effect of the change of currency rates 23
Increase (decreiase) of cash and cash equivalenls {1,218}
Cash and cash equwalents asat1 January 1,655
Cash and cash equlvalents as at 30 June 437.
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e _ i change: +7.4%
|Net sales | H4.3% at constant sxchange rates)

Operatin mar
bafore non-recurring items
il

Net Income EUR 277m

]

‘| Gearlng . - P 104%

. EUR -413m

» st halfg2006 ;

! * Decrease_ in gross margm due to higher raw materlal
prices - '

CONSOLIDATED EARNINGS PRESENTATiON

® Sharp contraction of replacement markets
in North America :

® Price mix |mprovement and productlwty galns
only partially offset rising external.costsin H1-

" ® Good cost control limited the decline in operating
margm before non-recurrmg items

. Efﬂclent management of mventones expressed in tons

- ® Free cash flow |mprovement vs H1 2005

19
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| WEAK NORTH AMERICAN
| MARKETS -

SHARP INCREASE IN
NATURAL RUBBER PRICES

Weak North"Amencan markets
at end of June’ 2006 |

_:. ,,,,,,,,
America . Amerlca

East

+7.5% +10.4%

+2.8% +4.6% | 0% | +4.4%
. +9.4%

| +3.0%*

jPau.carI l |
; Light truck [
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H12005 -
Net sales

\"TTTTH1 2006 Net Sales
A - 'Price/mix effect

- fluctuations
‘Price mix =~ '

continues to be stron

42.7% m+ ‘0-—__.9% -0.6%

Dy Volumes  Scope
. Currency

4 O H106/H105 )
- {in EUR million) .

. H120606
Net sales

\\?'*‘“"”";’“

Operating margin- dow
reflecting strong increas
n external costs:

A H106/H105
{in EUR millions)

H1 2005 H1 2006
Operating “*Operating inceme and margin are before non-recuring items ) Operating
income® . .+ * Externat cosls: raw materials + jogistics + energy . income®
: **Other: productivity, adminisirative & general, start-up .
) . N and restructuring costs
\\:’.m 0% - Juty 28, 2085
. 3 TR
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‘Raw matertaIS'

SICOM,of‘ﬁciaI pric_es
from January to June 2006 .
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Overhead costs under contr
\ LR UGR of rlsmg external cost

Gross Margin 29.3% | |
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PRESENTATION _

! DETERIORATION

OF TRUCK PERFORMANCE

| GOOD MOMENTUM IN
| SPECIALTY BUSINESS

2

A RRrTAr Wy aroere




f First-Half 2006 Earnings
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Passenger Car & Light Truck & related distribution (SR1)
Deterioration of trading environment in North America,

]

_ . Eurm| Group% [AH106/H105
:Net sales 4,367 54% +7.5%
Operating income ‘ o o
i N before non-recurring items ‘348 4% -10.6%
Operating margin 8.0% 4.6 pt
bafore non-recurring items

Passenger Car & Light Truck & related distribution (sr1)
) Deterioration of trading environment in-North America’

Replacement market share
i _maintained in Europe and
| -OE-market share slightly
B © 0 down”

L2
b . & tL - R I B .
Sharp drop of mass S . by
- market segment (-26%) _ s .
in North America need ‘ 9 Market share gains in
to aclijust industrial S ‘ Asia.in.replacement .
facilities o LA
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Truck & related d:stnbutlon (sR2
Negative impact

i

_ of hlgher natural ru_b_ber prlées

P L e

Eurmj Group% |AH106/H1 05|
1

- Net sales 2,628 33% +8.8% l
(»)
= Operating income 145 2% 20.5%
& . ; before non-recusring items
=
u.l -
b7 Operating margin 5.5% 3.0pts l
g | before nonrecurring ltems
a.

‘ %

Soaring natural rubber prices

v

‘strongly impacted SR2 profitability

B 5
BRETE T
: .;iz

T

Market share gains in
Europe'and stable original

oy equipment sales in a
: . FR lackluster Western Europe
X One drives good - ., market
replacement performance ¢+, Foet B L
in North America ™. % e

. +| Market share gains in
radial OE and

. Sharp drop in criginal.. . | ; replacemenﬂt'm Asia
equipment and o 5
¢ replacement market -

in Brazil
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“"Specialty businesses (SR3)T |
Very significant and structural B e

. |mprovement in operat;ng margm

vt ST BT et e B T

AH106/H1 05]
Net sales 1,029 13% +1.8% i
Operating income ' , .
bofore non-recurring items !152 24% +64%
{Operating margin 14.8% +5.6 pts i
before non-recurring Items

. Spéciéfllty, sales growth: +19.6%

" Alrcraft

Business was dnven by
favorable geographlc and
product mixes on dynamlc

Earthmover

_ Sales sharpty up as a result o

Michelin and Kleber brancls
, gained market share in

replacement in Eurocpe

Agrlcultural

2-wheel

Success of radial moto .
ranges in the sports
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 EUR mi]llon

T4919”

[ s T

Change in prov. + other.

items impactingresult -1 30"

inventory increases ., =352

increase in customer,

receivables ‘:?2_055 .

Other WCR {suppligr . :

417 |

tax mterest charges) [

i
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' ] Dividends. changes

4,084 Negative FCF,‘ )

Jant, 06~ Iy EUR million™~
Net debt = )

Free Cash Flow: cash flow from operations— cash flow from investments

&

\:&nm 1906 » Juky 20, 2008

June 30, ‘06
s Net debt

| YR avrcneasns

g ine "'-Aaw*vua.,u.u T

,‘_,,,._.,...._ﬂq. P AR

_Gearing improved |
vs June 30, 2005

= "As atdune 30, 2005°) § As al 1% January 2006 |

FTTASEf30.0606

Gearing: net débt-to-shareholders’ equity

B 3 124 HY 2008 « July 29, 2008 i o5
- ° - 1.

- MICHELIIII
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PRESENTATION

b oSt e L fi st

Estlmated markets to end of B

+0.5% | +0.7% +8.1% +9.3% 10.4% '

0
'Pass. car/ f
Light truck | { '
RT . +3.8% +4.1% +4.0% +4.4%
w ‘ ) f

|
| “QE - 1{ +4.6% +20% -7.0%*" | +11.0%
|

+29% | (3.8% +8% | #3.0%" | 3.1%
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2006 Averpge (E)

estimates
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New pnce mcreases -'

annou nced .
o Pt
=.;/:- e e e et i T i -
. Passenger Car / Light Truck '
% Up to 5% in North America ' © From August 1, 2006
[ +3% in the United States ' = From Oclober 2, 2006
| Truck >
; Up to 5% in the United States = From August 1, 2006 [s)
! Between 3 - 5% in Europe = From the summer 2006 E
i-Earthmover o ) ‘ . ‘ "z'
" Up to 4% In'North America . = From July 1, 2006 : %
' Between 3 : 5% in Europe . = From the summer 2006 E ul
‘ o

Agricultural tires . o
average of 2,5 % in the USA and Canada = From July 1, 2006 - y
2-wheel tires - . ) b : o, ;
*4-6% in'the USA & Canada -~ = = From September 1,2006

—-—-T-:————-\‘ 28 - HY 2005 - July 71, 7008 S TN i 7"""".""“'."‘""“5.‘:‘.*{: -

— e e e e i i e e e

leen the current enwronment and the

- likeliness of a further hike in raw material and \

energy costs, Michelin’s operating margin |

before non-recurring items should be close to
8% in fiscal 2006
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2006 FIRST-HALF TIRE MARKETS

The world tire market is worth USD 92 bitlion', close to 2::'3 for passenger cars and light trucks and 1/4 for
trucks?. In termg of units sold, it amounts to more than 1 billion passenger car tires and more than 150
million truck and bus tires.

The industry enjoys bright growth prospects as the mobility of goods and people goes hand-in-hand with
economic development. The world auto fleet should almost double by 2030, from 700 million to 1.3 billion
vehicles and the distance driven in cars should increase 50% compared to 2000 and heavy hauling should
increase by 75%*.

From 2005 to 2009, additional tire demand is expected to be fairly evenly balanced in volume terms
between mature and emerging countries given the latter's high growth rates. The developed countries also
offer significant potential in value terms linked to the growth of high-end vehicle markets. This is stimulated
by driver demand for mere safety and comfort and by trulcking industry demand for enhanced reliability and
profitability.

Evenly split among Europe, North America and Asia, tire markets, being replacement markets for 75% of
volumes, are less cydlical than automotive markets. Replacement, which posts 2 to 3% annual growth,
accounts for more than 70% of Michelin's sales.

The tire industry is highly concenirated as the 3 largest manufacturers, who operate on all segments,
account for close to 55% of world sales'.

'Source: Tire Business, 29 August 2005
* Source: Michelin

* Source: WBCSD - Mokility Report 2030

Breakdown of world market by product type
{in value)

:

883.3% Passenger car and Light truck

025.0% Truck R"eglonz?l breakdown of world
market in volume

NIIetn'c ton equivalent

o 5.1% Earihmover
g 3.9% Two-Wheel

O 2.2% Agricultural
8 26.7% North America

0 26.2% Europe

@ 11.3% China

0O 8.3% Japan

013.2% Other Asian countries
0 7.9% Africa & the Middle-East
O 6.4% South America

8 05% Aircraft

Source: 2004 market estimated by Michelin

Breakdown of world market by manufacturer

B 19.4% Michelin

Source: 2004 market estimated by Michelin

018.2% Bridgest
gesiane based on the LMC 2005 Report

B 16.5% Goodyear

B 25,4% Average-sized players

S 20.5% Local players |

Source: 2004 market share figures
(Tire Business, 29 August 2005)

by

Tl
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|

Please refer to the delafled presentation of Group: markets and ranking in Michelin's Factbook,
downloadable from www.michelin.com.

!
During the first half of 2006, markets were dynamic overall, with the notable exception of North America’s
replacement market, which clearty contracted and of South America's original equipment truck tire markets,
strongly impacted by the condition of Brazil's market.

Truck tires
{in millions of units)

Passenger car and Light truck tires
{in millions of units) ~

120 15 E

= H1 2003 15 -

100 a HY 2004 ' 14 i

mH1 2005 {12 i

80 O H1 2006 £

1 w0 2

i 8 ]

?

4 8 ;

4 4

20 2 ;“ii
0

0 Eurcpe RT  Europe DE Norh North
Eumpe GE  Noth . Honh i ) AmencaRT  America QE

America RT  Amarica OF

1
Source : Michelin estimates . Source: 15-country Europool / US + CA + MX Pool
(Owing to a changs in the method for evaluating |
the Passenger car, and Light truck tire market, :
comparison with years prior to 2005 is irrelevant) \

i
REPLACEMENT; MARKETS

In developed regions, the situation of replacement markets was sharply contrasted: Europe's passenger
car and light truck tire markets posted robust growth of nearly 3% while truck tire markets resumed growth,

"although to a Ilmjted extent, especially in Western Europe. In North America, by contrast, replacement

markets were es.pecnal]y depressed: in the passenger car and light truck segment, significant fuel price
increases took the toll, and in truck, although still at a high level, markets are impacted by brisk original
equipment busmess :

The dynamism cf emerging regions was confirmed, especmlly in Asia, drlven by Chma which still posts
double-digit growlh

g
:
:
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Passengericarand Light truck™
. Q12006 Q2 2006
Passenger car and Light truck markets Replacement market Replacement market
Europe +1.5% +4.3%
North America’ -3.3% 5.3%
Asia +5.0% +4.2%
South America +1.6% +8.4%
Africa Middle-East +3.1% +5.7%

! United States, Canada and Mexico

Europe's markets experienced strong +2.8% growth afier a slight decline in the 1st half of 2005 as
compared to the 1st hall of 2004. Benelux with +8.7%, posted the strongest growth, followed by the Spanish
peninsula (+5.6%) and Eastern Europe (+5.2%), while the rest of Europe recorded moderate (1% to 2%)
growth. The Nordic countries alone were down around 1%. The segment mix also improved, as VZ (+8%),
winter (+31.5%) and SUV/4X4 (+18.2%) posted significant progress.

Nerth America’s market shrank 4.7%, primarily due to the 5% decline in the United States. The following
factors drove the US decline: Federal government statistics show that the number of miles covered in the
period slaghated for the first time since the second oil crisis of 1979; simultaneously, the vehicle fleet
continued to expand: the number of new cars sold outweighs that of scrapping of old cars and second-hand
vehicle exports, This has reduced the average number of miles per vehicle. According to opinion surveys,
half of the American consumers say that they cut some of their expenditure because of high fuel prices. The
siluation had a direct impact on the country's tire market.;

In South America, the market grew 4%, both in Brazil arid in Spanish-speaking South American countries.
Note the significant increase in the share of new and used tire imports, which rose from 24% of the market
in 2004 and 31% in the first haif of 2006. '

In Asia, past growth trends are maintained, driven by China, whose market posted a 20% expansion. Note
that all ASEAN countries {except for Thailand) posted market progress. The Japanese market, supported
by a more supportive economic environment, also improved.

Q12006 Q2 2006

Truck markets Replacement market Replacement market
Europe' +3.2% +1.6%
North America® -1.8% -4.1%
Asia +8.0% +8.0%
South America’ +3.5% +4.3%
Alrica Middle-East +2.3% +2.2%

" Western & Eastern Europe |

2 United States, Canada and Mexico
* Radial only

d 4 berter way forward 38
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Europe's replacement market experienced growth again {(+2.3%, +0.3% for Western Europe and +13% for
Eastern Europe) Western Europe's long haul truck fleets expand into Eastern Europe with West to East
business transfer The European Commission revised its policy for the next 5 years. The European White
Paper on comman Transportation policy to 2010 no longer hinges on the modal road to rail transfer strategy.
The road transportation industry, however, will need to uggrade its environment practices substantially.

f
Change in Western Europe's Truck replacement market

In miflions of tfres
15-country Europoof - 12-month sliding

10.0
9.8 d

Zj A _ VAW

A Ay S S—
~L

: - -
N ]

8.6

8.4
1999 2000 2001 2002 2003 2004 2005 2006

‘

In North America, the replacement market contracted some -3% with strong variations from country to
country: -12% in Canada, -4% in the United States contrasting with +6% in Mexico.

® In June, the US market rebounded +10% after a -14% fall in April and a further -12% in May, as the
industry multipfied early purchases after price increases were announed.

® The confraction observed in Canada results from a WIdespread grey market originating in the USA due to
the effect of the Canadian dollar's appreciation on local truck tire prices.

The increase in the Mexican radial tire market should be viewed in light of a reduction in the bias market.

+

Change in North American Truck replacement market
In millions of tires
US + CA + MX Pool - radial + bias - 12-month sliding

20.0
19.5
19.0
18.5

17.5

17.0
16.5
16.0

1999 2000 2001 2002 2003 2004 2005 2006
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In South Ameru:a the radial replacement market grew +3% with Brazil down -3.9% and Spanish-speaking : f
country markets up +8.5%. - }

® The Brazilian market is quickly switching to radial tires (54% radialized) driven by imports of low-cost radial ' !
tires from Asia. Brazﬂlan Real appreciation makes Asian tire imports extremely attractive t
e South America's Spanish-speaking market, which is roughly the same size as Brazil's, was boosted by :
dynamic growth in those countries. Those markets are also quickly swilching to radial tires.

{

. Change in Brazilian Truck replacement market ' | ‘
i In miltions of tires ’
i Michelin estimates - 12-month sliding b 1

5.0
48
4.6

4.4 :

42 . e N ‘ - '

4.0 \_\f,./ W

3.8 : "

36 :

34
1999 2000 2001 2002 2003 2004 2005 2006 |

In Asia, in rep!a.,ement the radial market posted strong {almost 7%) growth. Although driven by China

(+11%), the growth benefited the éntire region except for Taiwan and Australia, where markets contracted
almost 3%.

‘ ORIGINAL EQUIPMENT MARKETS '~ | | ' o o ‘

In developed countrles. passenger car and light truck tire markets were stable, while truck tire markets t
resumed sustained 4% + growth both in Europe and in North America.

In emerging countries, growth was especially strong, except for Brazil's truck tire market, hit by strong l
local currency and agricultural sector issues.

Passen T

f 1

‘ Q1 2006 Q2 2006 | i

Passenger car and Light truck markets Original Equipment  Original Equipment i |

market market ! ;

Europe +5.9% -4.9% t ‘
North America’ +1.7% -1.2% ‘

Asia +10.4% +8.7% ' .

South America +6.9% +8.1% ! '
Africa Middle-East, +6.2% H25% . |

! United States, Canada and Mexico
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Growth has occurred in all regions. In Europe, the market was boosled by Fiat's strong performance as well
as that of German specialist OEMs (BMW, Mercedes and Porsche). In North America, Asian manufacturers
continued to win market share at the expense of Ford and General Motors. We note a change in vehicle
mix, with smaller vehicles making inroads into the larger SUV market. The frend is expected to continue as
long as fuel remains expensive. In Asia, all markets experienced sustained growth: China {+36%), Thailand
{+18%]), Korea (+6%), Japan (+5%). HyundaifKia and Honda's latest vehicle offering boosted the market,

Q1 2006 Q2 2006
Truck markets Criginal Equipment  Original Equipment

market market
Europe +2.1% +6.6%
North America’ +3.6% +4.5%
Asia +20.0% +20.0%
South America? +2.7% -5.5%
Africa Middle-East +9.3% +8.4%

' United States, Canatla and Mexico
2 Radial only

Iin Europe, original equipment market growth is further accelerating and peaked in the 3rd guarter, In Q1,
the market was up +2.1% and +6.6% in Q2. Qver the first year-half, the market posted +4.7% growth. In
addition to the impact of new European pollution control measures, growth was drawn by exports, especially
from Eastern Europe, where fleets are in the process of concentrating and investing.

Change in Western Europe's Truck Original Equipment market
in millions of lires
15-country Europool - 12-month sliding
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In North America, the original equipment market grew +4.1%. The growth is being driven by early purchases
of power units, stimulated by new EPA 2007 environmental standards. The growth of this market will
accelerate in the coming months and should cutminate in December.

Change in North Americar; Truck Original Equipme‘nt market
In millions of tires
US + CA + MX Pool - radial + bias - 12-month sliding .

8.0
85

re T\
70 < \

o N\ : P —

6 \ /
5.0 N\ j e
a5 N\ e

4.0 A

a5 :
3.0

1999 2000 2001 2002 2003 - 2004 2005 2006

~In Asia, the market posted +20% growth. China's bullish market recorded +61% growth, driving the region's
growth. Thailand experienced +36% growth and Japan +13%. Taiwan's market was flat and Australia's
dipped -7%. Growth in the Japanese original equipment market was chiefly due to purchases ahead of
implementation of tire manufacturer price increases.

v
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w
=
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In South America, Brazil's market plunged (-12.2%). The export market was hit by competitive disadvantage
owing to the Rea! appreciation. Another consequence of Real appreciation is the agrifood sector crisis in
general and that of scja bean in particular. Economic activity was dampened by lasting high interest rates.

OUTLOOK FOR THE SECOND HALF OF 2006

Trends observed in the first half are expected to continue in the second part of the year: North American
replacement markets should remain depressed, whereas in Europe, these markets should be relatively
robust, supportéd, in particular, by Eastern Europe. Truck Original Equipment markets should remain dynamic,
with acceleration in North America, in anticipation of the implementation of new emission standards.

PASSENGER CARAND -
LIGHT TRUCK MARKETS -

Original Equiprnent +0.5% +0.7% +9.1% +9.3% +10.4%

Replacement +3.8% -3.0% +4.1% +4.0% +4.4%

Original Equipment +4.6% +20.0%

Replacement +29% 7 -3.8% - +8.0% +3.0% **

* Wastern and Eastam Europe
** Radial only

ST MIICHELIN
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MICHELIN SALES

EUR million 1st half 2005 % change
Sales 7,490 +7.1%
Excluding exchange rates 7.690 +4.3%

+10.2% 01Q1 2006 (%)
B Q2 2006 (%)

O H1 2006 (%)

' +4.1% +4.0%
. &

+0.9%
-
e 0.6% 0.5% .0.6%
TDlE:I| Exchange rates Volurmes Prigg mix Scope

The change resuits from the following factors:

o+2.7% posmve impact from currency fluctuations, in pamcular due to the appreciation versus the euro
of the US dollar (+4 5%), the Brazilian Real (+23.0%) the Canadian dollar {+13.4%) and the Mexican peso
(+6.3%), _based on average rates.

# +0.9% positive volume effect, largely attributable to Group performance in the European Passenger car
and Light truck segment, success of the strategy deployed in Asia, especially in China and, to a lesser
extent, recovery of Europe's truck replacement markets. On the other hand, slack North American
replacement markets in both the Passenger car and Light Truck and Truck segments, impacted the Group
negatively; .
¢ +4.0% positive price mix effect at constant exchange rates, mainly atiributable to the Group's
well-established policy aimed at offsetting the negatrve impact of raw material cost increases through
selling price increases. Brand and segmenl mixes were firther enriched;

e -0.6% negative scope effect due to transier of the Wheel busmess in May 2005, despite the posmve
effect of integration of Serbia-based Tigar, on March 1, 2005.

,
}
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QUARTER ON QUARTER CHANGES | I

Michelin quarter on quarter net sales change versus 2005:

t

k‘ Q106/Q105 Q106/Q105 Q206/Q205 Q206/Q205

' (€m) (%) (€m) (%)

Total change +370 +10,2% +163 +4.2%
Exchange rates +171 +4.7% +29 +0.8%
Volumes +?d.1 +2.0% -4 -0.1%
Price mix +147 +3.8% +160 +41%
Scope -22 -0.6% -22 -0.5%

CHANGE IN SALES BY BUSINESS SEGMENT

Michelin net sales change by reparting segment, in line with the reporting adopted on January 1, 2005,

SR1:  Passenger car and Light truck tires and related distribution operations

SR2:  Truck tires and related distribution operations

SR3:  Specialty Operations : Specialty tires (Agricultural, Aircraft, Two-wheel, Earthmover), Maps and
Guides, ViaMichelin and Michelin Lifestyle ,

i EUR million Q12006 @106/Q105 Q22006 Q2 06/Q205

z Group 8,023 3,980 +10.2% 4,043 +4.2%

0 SR1 75%7 2,175 1% 2,192 +36%

) SR2 1 1201 +10.6% 1,336 +7.0%
SR3 514 +3.6% 515 +0.2%

i

In Europe, Group Replacement volume sales outperformed the markel. This was especially true in
Benelux, Germany, Switzerland and Austria. The Group's performance, however, was less favorable in
Eastern Europe, owing in particular to the realignment of tariffs designed to curtail parallel imports. Thanks
to the price increase passed during the first half and to richer brand and segment mixes, the average sales
price increased: Michelin, Kleber and BF Goodrich brands posted strong sales, translating into market share
gains at the expense of private and associate brands that lost further ground. VZ, 4-wheel
drive/crossover and winter tire sales posted double-digit growth as the sell-in winter season started early (in May).
Michelin's Original Equipment sales declined as a result of an unfavorable QE and vehicle mix.

e
) .
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In North America, Replacement volume sales were substantially fower. The market, however, had contracted
significantly, and the Group was largely able to retain its market share. While Michelin and BF Goodrich brands
won market share, private and associate brands clearly lost ground. VZ sales experienced very strong growth,
translating into significant market share gain on this high value-added product category. The above trends
further enriched mix and boosted the average sales price.

In Original Equipment, Group sales declined in a stable market as a result of the combined effect of a drop in
the production volumes of all three main American vehicle manufacturers and of a change in vehicle
production mix. OEMs are increasing production of smaller cars at the expense of 4X4, crossover and SUVs,
in which Michelin enjoys especially good positions. This has reduced the average selling price of OE tires. By
contrast, the Group strengthened business with Asian vehicle manufacturers and considerably increased its
positions on the Toyota Camry, the Uniled States best-selling vehicle.

In South America, Michelin maintained its share of Brazil's market and augmented its share in Argentina.
The Group was able to resist strong competition from Asian imports.

In Asia, the Group's Replacement sales grew sharply in most of the region's countries, especially for the

Michelin brand. In Original Equipment, the Group continued to win market share in China and improved its
brand mix.

Reporing:Segmen

In Europe, Group Original Equipment sales were stable in a dynamic market.
The Group won replacement market share, especially in Eastern Europe. The price increases passed in the
beginning of the year stuck. The Group maintained its pri(l:e premium advantage.

in North America, Group Original Equipment sales were ‘stable.

Despite a bearish market, Group replacement sales grew slightly in the region. The Group continued to win
market share. The price increases passed at the beginning of the year stuck and led to a significant increase
in the average sales price. The Michelin X-One tire confirmed its potential with volume sales up significantly
versus the same period of last year. Retread operations contlnued o expand with the opening of three new
shops during the first half and 7 more due in the summer, drlwng significant growth and market share gains.

In South America, the Group's performance was mixed: in Brazil, both Original Equipment and Replacement
sales coniracted,:as did the markel as a whole. The Group benefited from the good performance of South
America's Spanish-speaking countries. ‘

In Asia’s Original Equipment market, the Group continued to grow dynamically and won market share.

It recently signed a further agreement with Beijing's bus operators.

Michelin's Replacement sales grew significantly, especially in China, Japan, Thailand and in India, where
the Group is winning market share.

A better way forward
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First-Half 2006 Earnings ;

The Earthmover Replacement markets (mining, building, ports and industrial handling) were very buoyant
and tire demand continued to exceed supply. !

|
On the Criginal Squipment market, manufacturers kept expanding rapidly and all tire procurement needs
could not be met.

Against this bachround thanks lo the mobilization of its' industrial capacities, Michelin Group was able to

increase volume sales versus the first haif of 2005, partlcu!ariy in the small and medium sizes. Driven by
price adjustments to offset raw materiaf price increases, net sales grew substantially

l

In the first half of 20086, replacement agricultural tire markets varied widely: in Morth America they experienced
a 7% contraction while in Europe they recovered, postmg around 4% growth versus the same period of
2005. In these conditions, Group sales grew noticeably, especially in Europe where the Group, and in
particular the Michelin and Kleber brands, increased market share,

Original Equipment markets were down around 5% versus the same period of 2005. Group sales foltowed
this trend.

t

I
Overall, replacernent and original equipment net sales increased considerably relative to the first half of
2005. '

i
Motorcycle tire markets were still buoyant, with 5% growth recorded in Europe's and North America's
replacement segments i

1 .
In this environmént, sales accelerated due to the success of radial ranges on the sport segment and grew
faster than the market. '

Net sales were up despite unfavorable market (original equipment / reptacement) and geographic mixes.
4

t

In the first half of 20086, Aircraft tire markets remained buoyant {up 7%) and radlal tire demand continued
to outstrip supply. Other market segments were also dynamic.

Net sales of this reporting segment posted significant growth,'driven by supportive product and geographic

mixes. .

In a lack-luster environment, the Maps and Guides operations were able to maintain their level of activity
and resumed growth in France thanks to the success of the Red Guide. In addition, the updated Green
Guide collection met with popular success as did the new "Voyager Pralique“ collection.

In the year-half, ViaMichelin strongly expanded its GPS road navigation operations thanks to a comprehensive
offering (services, software and "hardware"). The busmess posted very strong growth. The GPS range was
expanded with Inlroduction of X-950 and web-based acuwtles continued to grow, with hits peaking at one
and a half million*per day.
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MAIN CURRENCY CHANGES !

The +2.7% impa«::t of exchange rates on the first half net sales was weaker in the 2nd quarter (+0.8%) L
though it still reached +4.7% at the end of March. US dollar, Canadian dollar, Brazilian Real and Mexican

peso appreciation accounts for most of the currency impact. ;
1 |
' j

i

1st-half 2005 average Change : |

_ exchange rate . ;

Euro/ USD 1.286 -4.3% '
Euro/ CAD 1.588 -11.8% i

Euro / MXN 14.249 -5.9% . '

Euro / BRL 3315 A8.7% : :

Euro / GBP 0.686 +0.2% ! |
Euro / JPY 136.250 +4.3% .
Euro/ THB 50.587 -5.9% !

SALES BY REGION

EUR million [ - H12008- Q1 2006 Q2 2006

Group | 3980 4,043 4

Europe [ 1,960 1,955 il

North America (incl. Mexico) 1,376 1.426 ~=

Other 645 661 g
O

EUR million ' | H1 2005 % of total

Group ’ i 7,490 !

Europe ‘ { 3,854 51.5% '

North America (incl. Mexico) 2,510 33.5%

Other 1,125 15.0%

Europe accounted for 49% of net sales in the 1st half 2006 versus 51% in the same period for 2005 and
North America accounted for 35% versus 34%. For the first time, Asia’s weight in Group sales rose close
to 10% of netl salés versus 8% in the 1st haif of 2005.

Breakdown of sales at 30 June 2006 7 Breakdown of sales at 30 June 2005

B 51% Europe
0 49% Europe

0 34% North America :
00 35% North America t

B 15% Other
16% Other

A better way forward
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CONSOLIDATED INCOME STATEMENT

'

EUR million, except per share data i st half2006 1st half 2005
Sales ) . - | 7,490
Cost of sales ) (5,104)
Gross profit b " 2,386
Sales and marketing expenses (847)
Research and development expenses (289}
General and administrative expenses (510}
Other operating income and expenses (53)
Operating income before non-recurring income and expenses b ed4s | 687
Non-recurring income and expenses -
Operating income | 637
1
Finance costs - net : (135)
. Share of profit / (loss) from associates 4
E Income before taxes ! 556
.= -
&
= Income tax {170)
8 Net income 386
Aftributable to Shareholders . 276 389
: Attributable to non-controlling interests . I (3)
Earnings per share (in euros)
Basic 268
Diluted 2.67

e
T Vu betrer way forward 48




First-Half 2006 Earnings

INCOME, STATEMENT BY FUNCTION

. ' . .
Under IFRS, the Group's P&L is now presented by function. However, in order to provide an adequate level
of information for.investors, Michelin has elected to continue to provide nature-type information on some of

the P&L components (see operating income by nature).

EUR million tst half 2005 % change
Gross profit 2,386 -1.4%
Excluding e;xchange rates 2,439 -3.5%

- -

Gross margin was down EUR -33 million in the first-half of 2006 to EUR 2,353 millions versus EUR 2,386
in first-half 2005. Raw material price increases account for,the bulk of this decline, as these were only partly
offset by sales pnce increases. Excluding the currency effect, gross margin is down -3.5%. The Group's
gross margin amounts to 29.3% versus 31.9% in the 1st half of 2005.

]

t

1

: 1
Group gross margin
in % of net sales

'
32.0% '31.9%
¥

= 2005
2006

Qz } Ht

: Mlcmsum
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First-Half 2006 Earnings

' +30

-33

]
1
Gross profit Sates & Marketing Research & | General & Total
Developmert Administrative, Other
i
!

Operating expenses accounted for 21.3% of net sales in the first half of 2006 compared to 22.7% in the
same period of 2005, The 2.6 point gross margin drop was only partly offset by the 1.4 point reduction in
SGA&A costs.

Sales and Markéting expenses

EUR million 1st half 2005 % change
Sales and marketi;ng expenses 847 +3.2%
857 +2.0%

Exciuding e’lxchange rates

Sales and marketing costs rose +3.2% to EUR 874 million versus EUR 847 million at current exchange
rates. At constant exchange rates, they rose +2%. As a percentage of net sales, they were reduced from
11.3% to 10.9%. f

Research and Development expenses

EUR million 1st half 2005 % change
Research and development expenses 289 +4.3% ,
Excluding exchange ratas 292 +3.4%

Research and déVe!opment expenses rose 4.3% at current exchange rates to EUR 302 miflion, versus
EUR 289 million for the same period of last year. As a percentage of net sales, they were reduced from 3.9%
to 3.8%.
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General & administrative expenses

EUR million 1st half 2005 % change
General and administrative expenses 510 -2.4%
Exciuding axchange rates 519 -4.1%

General and administrative expenses declined -2.4% at current exchange rates {and -4.1% at constant
exchange rates) from EUR 510 million to EUR 497 million. As a percentage of net sales, they were
reduced from 6.8% to 6.2%. .

Other operating income and expenses

EUR million 1st half 2005 % change
Other oparating expenses 53 -34.0%
Excluding exchange rates 64 -45.3%

Other operating expenses declined -34% at current exchange rates (and -45% al constant exchange
rates) from EUR 53 million to EUR 35 million. As a percentage of net sales, they were reduced from 0.7%
to 0.4%. The bulk of other operating expenses mainly correspond to retirement benefits.

EUR million 1st half 2005 % change
Qperatlng income before non-recurring 687 B1%
income and expenses

Excluding exchange rates 708 -8.8%

B

-

S MICHELIN

S
s

A better way forward

51 ¢

2
2
[t
=
s
e
|5




First-Half 2006 Earnings i
! {

OPERATING INCOME BY BUSINESS SEGMENT -~

Operating Margin by Business Segment*

'

14.8%
m 1st half 2005

Q 1st haif 2006

SR1 SR2 SR3 Group

t

* In line with segment reporting adopted on January 1, 2005:

SRt:  Passenger car and Light truck tires and related éistribulion operations

S5R2:  Truck tires and related distribution operations ;

SR3:  Specialty Operations : Specialty tires (Agricultural, Aircraft, Two-wheel, Earthmover), Maps and
Guides, ViaMichelin and Michelin Lifestyle

SR1 i H1 2005

EUR million H1 2005 H1 06/H105 % of Group total
. Sales 4,063 ' +7.5% 54%

. o ) .

Operating income before 389 10.6% 57%

. non-recurming items
Qperating margin before

non-recurming items 9.6% ‘ -1.6pt

At 8.0%, the segment's operating margin was down 18 point versus the first half of 2005, due to the
following factors: ) \
® Price increases did not fully offsel higher raw material costs, especially in the Original Equipment
operations;
e Production costs (excluding the impact of raw materials) were negatively impacted by the downward
adjustment of production schedules (especially in the United States) in order to achieve strict reductions in
inventory levels;

1

|
Despile the following factors: .
e A significant brénd mix improvement, as the Group's premium brands won market share in Asia and
Europe and retained their positions in North America, at the expense of private and associate brands.
¢ Streamlined sales, general, administrative and development expenses.

A better way forward 52
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SR2 ' i H1 2005
EUR million H1 2005 -H1, 06/H105 | | % of Group total
Sales 2,416 . +8.8% 32%
Operating income before 205 : 20.5% 20%

non-recurring items !

Cperating margin before

non-recurring items 8.5% ‘ -3.0pt

The operating income of the Truck and related distribution d|pped to EUR 145 million versus EUR 205 million
in the first half of 2005. Margin thus shrank from 8.5% in the first half of 2005 o 5.5%. The price effect only
partly offset raw matenal price increases, especially natural rubber. Truck tire manufacturing, indeed, uses
mare natural rubber than passenger car and light truck tire manufacturing.

It is worth noting the 4-month lag between raw material purchases and their consumption and integration into
the cost of goods sold recorded in the P&L. It therefore follows that any increase or decrease in the cost of
natural rubber during the second half would only have a Iimited impact on Truck 2006 accounts.

tn order to help offset such negative impact, the followmg further price increases were announced:
® Up to 5% in North America from August 1, 2606
e3to5%in Europe from Summer 2006. :

SR3 H1 2005
EUR million H1 2005 H1067H105 % of Group total
Sales 1,010 ' +1.8% 14%

) '
Operating income ?efore 93 64.0% 130
non-recurring items '
Operating margin before .
non-recurring items 8.2% +5.6pt

Operating income from Specially operations is up more than 60%. At 14.8%, the segment's operating
margin posted fur|ther sharp growth. All of the segment's operations contributed to this excellent result; this
ilustrates the relevance of the Group's strategy aimed at developing high-tech high value-added products
tailored to the nes,ds of increasingly demanding customers. Greater profitability chiefly results from a better
valorization of the; product offerings and from favorable market conditions (both in earthmover and radial
aircraft tires) and from introduction of vigorous measures to streamline costs and rationalize industrial
capacity. '
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INCOME STAEMENT BY NATURE

Although Michelin is not bound to present accounting information by nature under IFRS, the Company
decided to report some nature-based P&L data for the sake of quality of information.

H1 2005 Operating income

Exchange rates

Scope
Volumes
Price mix
Internal costs

External costs* -414

H1 2006 Operating income e

* External costs = raw malerials + logistics + energy

2]
2.
-4
W
=
=
Q
2

Consumption

External costs (raw materials + logistics + energy) rose 1o the tune of EUR 414 million.

The cost of Group raw malerial consumplion rose +21% in the 1st half of 2008 versus the same period of
2005. Such extra costs are estimated at EUR 352 million for the first half. The cost increase breakdown by
type of raw material is as follows:

& RSS 3 natural rubber: +55%

® TSR 20 natural rubber: +39%

e Synthetic rubber; +10% |
» Textile fabric: -2% 1
o Carbon blacks & silica +25% ]
@ Metal cord -4%

e Chemicals +15%

For the fult year, the estimated raw material extra cost amounts to EUR 800 million or +23%.
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1
In EUROS /kg !

Forecasts

M1 2086/ H1 2005 : <21%
Year 2006 / 2005 forecasts @ +23%

2005 20086

I ——_

& e"q&ﬁ r« Qb ‘P 356: p‘o":@“’ S qé’ '\!* vﬁ‘é’ ﬁaf"&%’ﬁ&bﬁa‘q@d‘dﬁeﬁ'@o‘g& '

Natural rubber accounts for 31% of Group raw material purchases in value. The 55% price surge of RSS3
and 39% of TSR20 accounts for 52% in absolute value of the extra cost of raw materials between H1 2005
and H1 2006. '

t

Change in Natural Rubber prices in the first half of 2006

300

250 -

e TSR 20
vl

e

e
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i
=
=
5
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% 200 J‘\:—\v\[ . =
[ !
o '
5 AT '
e !
;
150 ‘1 [
{
! ! ‘ |
100 v '
1 B
Jan-06 -Fen-06 Mar-06 Apr-06 May-06 Jun-05 . :

B 31% Natural rubber

: 3 22% Synthetic rubber
Breakdown of raw material "

needs for the first half

O 16% Fillers \
of 2006 (in value)

3 13% Chemicals
10% Steelcords

1 8% Textlle
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H1 2005 (2005 H1 2005 (2006

© L o,
EUR million exchange rate) % change exchange rate) % change
Employee benefits costs 2,464 +1.2% 2,515 -0.8%
Average number cf employees in '

126,788 +1.1% 126,951 +0.9%

fully consalidated companies

The average number of employees increased from 126,788 to 128,124, reflecting change in scope: on the
one hand, deconsolidation of the Wheel operations in Apnl 2005 and on the other hand, full consolidation
of Serbia-based Tigar in the fiest half of 2005.

Payroll costs amounted to EUR 2,494 million versus EUR 2,515 million at constant exchange rates
(down -0.8%).

As a percentage of net sales and at constant exchange rates, payroll costs account for 31.1% of net sales
versus 32.9% in the first half of 2005.

f = = e e

;
{
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Depreciation and amortization |

' |
EUR million H1z005 H106/H105 H1 2005 | .
i in value as a % of sales . :

Depreciation and amortization l 404 +21 5.4% )

At EUR 425 million, depreciation and amortization rose 5.2%.

As a percentage of sales, depreciation and amortization accounted for 5.3% of sales versus 5.4% in the first
half of 2005.

As a percentage of sales, capital expenditure accounted for 6.2% of sales in the first half of 2006.

EUR million " 4st half 2006 | 1st half 2005 % change ; ‘
Financial expenses '35 135 74.1%
Excluding exchange rates _ o _ : 139 -75.0%

3
As the cost of early redemption of part of 2009 bonds is included in 2005 costs, the increase in the cost of
net debt is chiefly due to the increase in average gross debt and interest rates. This is parily offset by the

reduction in available cash and related costs. The increase in other financial income is mainly accounted for i‘é
by the sale of PSA Peugeot Citroen equity in February 2006 (EUR 114m). uz;
=
L=
! Q
&)
I
Income tax
EUR million |~ stha2006 | 1sthalf 2005 % change .
Total tax } CATT | 170 +4.0%
Current tax l S K 105 +24.8%
Withholding tax = B &) 12 +5.0%
Deferred tax s 33 53 -37.7%

The Group's tax burden amounts to EUR 177 million versus EUR 170 million for the same period of 2005. ‘

The 39% apparent tax rate versus 30.6% as at June 30, 2005, should not be extrapolated for the full year, i

and is due to non-recurring negative items. ‘
|
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Consolidatedinetiinc

EUR million 1st half 2005 % change
Net income 386 -28.3%
Attributable to Shareholders 389 -29.0%
Basic earnings pef share (in euros) 2.68 -29.1%
Diluted earmings per share (in eurgs) 2.67 -28.8%

The consolidated net income amounts to EUR 277 million, down -28.3% compared to the same period of
last vear. This change results from the following factors:

® EUR 43m reduction in operating income before non-recurring items;

# EUR 160m (pre tax) provision in connection with the closure the Kitchener plant, accounting for 100% of
the non-recurring items;

& EUR 114 million {pre tax) proceeds from the sale of Peugeot equity in February 2006, which only partly
offset the above prowsmn |

Basic eamings per share declined -29.1% to EUR 1.90. |

; . ~
OUTLOOK FOR THE YEAR 2006 : _ ‘ f

Trends observéd in the first half are expected to-continue in the second part of the year: North American
replacement markets should remain depressed, whereas in Europe, these markets should be refatively -
robust, supported in particular, by Eastern Europe. Truck Original Equipment markets should remain |
dynamic, with acceleration in North America, in antlmpatlan of the implementation of new emission :
standards. :

Michelin believas that the escalation in raw material costs could further deteriorate the Group's accounts
in the second half, with the increase totaling 23% for 2006; representing an additional cost of EUR 800
million. New price increases have been announced fo become effective in the second semester in arder
to limit, as much as possible, the negative effects of these headwinds.

f
Given the current environment and the likeliness of a further hike in raw material and energy costs,
Michelin's operating margin before non-recurring items.should be close to 8% in fiscal 2006.

. : J
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NI TN "

|

CONSOLIDATED BALANCE SHEET |

EUR miflion ] 06 | 31December2005 30 June 2005 '

Goodwill I 444 434 .

Other intangible assels 192 152 :

Property, plant and equipment (PP&E) 6,577 6,106

Non-current financial assets and other assets 435 594 )
Investments in associates and joint ventures 50 46 |

Deferred tax assets 1.227 1,327 ' .
Non-current assets | 8,925 8,658 : )
Inventories ' 3,225 3,349 ‘ I
Trade receivables 3,273 3,278 ' !
Current financial assets 229 190 |
Other current assets . 618 552 :
Cash and cash eqf:ivalenls 611 437

Current assets ' . |- 7,956 7,807

TOTAL ASSETS | ! . 16,88 16,881 16,465

g
=
=
Q
Q

LIABILITIES AND EQUITY

t
]

EURmillion |- 300iine2006” | 31 December200s 30 June 2005

Share capital ‘ 287 287 287

Share premiums Co1849° 1,845 1,843

Reserves . 2208 2,379 1,799 .
Non-controlling interests . 15 . 16 22 I,

Total equity 1 o 4387 - 4,527 3,951 :
Non-current financial liabilities 3514 - 3,092 2,878 !
Employee benefits ) . 28&37 c : 3,049 3,271 :
Provisions and other non-current liabilities : 87r2. 801 751 . '
Defermed tax liabilites -89 - 71 66 ' !
Non-current liabilities ! C 734200 7,013 6,966 :

Current financial liabiities 1437 .. 1,647 2,070 :

Trade payables 1426 1,792 1,534 .

Other current liabilities SRR T 1,902 1,943 :
Current liabilities R T T 5,341 ' 5,547 ' :
TOTAL LIABILITIES AND EQUITY . a4t 16,881 16,465 !
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The consolidated financial statemenis have been prepared in accordance with IFRS. The balance sheet
was prepared on the basis of June 30, 2006 exchange rates.

Goodwill |

Goadwil { ca3 ] 444 13 434

Goodwill accounts for the excess of the purchase price over the Fair value of the assets, less the liabilities
of the acquired companies, as at the date when the acquisition commitment enters into effect.

EUR million 30 Juhe 2008 ‘ 31 December 2005  30.06.06/31.1205 30 June 2005
|
|
|

EUR miltion 30 June 2005 % change
QOther intangible assets 152 +24.8%
’ Property, plant and equipment {PP&E} 6,106 +5.9%
intangible assets :and PP&E 6,258 +5.4%

Intangible assets and PP&E rose 6.4% versus 1st half 2005. In spite of the importance of capex, the item
was stable as a percentage of sales (83% of sales versus 83.6% at June 30, 2005).

ey

B
[
=
=
Q
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Capital'expenditure]

EUR million H12006 | H1200s '106/H105.. ~H12006 H1 2005
invalue | as a % of sales| as a % of sales

Capital expenditure 495 | 485 +0 L 6.2% 6.6%

Investment grants received 6 - + 0% . -

Chanlge in c_apltal expenditure 53 4 1 . 07% 0.6%

working capital ) .

Net purchases of intangible assets S ‘o o

and PP&E 542 537 +5 o 6.8_ % 7.2%

Proceeds from sale of intangible Ce N

assets and PP&E (42) (35) . -7 o (_0‘5%) . (0.5%)

Net purchases of intangible }_ ; o

assets and PP&E, net of 500 502 -2 S B2% 6.7%

disposals : N R




Capital expenditure remained at 1st haif 2005 levels. |
As a percentage'of sales, net capital expenditure accounted for 6.2% of sales versus 6.7% in the first half
of 2005.

The main investments were as follows:

Passenger car / Light truck

® Conversion of non-Michelin brand capacity to the Michelin brand
» Conversion of capacity to increase seat diameter !

o Further extension of Paland-based Olsztyn factory 1

e Further extension of Hungary-based Nyiregyhaza factory

TFruck

eExpansion of capacity to produce the X One tire in Canada
eExpansion of cdpacity of the Brazil-based Campo Grande facilities
sExpansion of capacity of the Thalland-based facllities

Earthmover :
eCommissioning of Brazil's Campo Grande earthmover plant
L]
Productivity investments
I

!

WorKing capital requirement_ |

1

EUR million 30 June 2005  Total change Currency Movement
| effect

Inventories 3,349 - +154 -71 +225
Trade receivables 3,278 ' 41 -66 +25
Trade payables {1,534) +109 +21 +88
Operating working capital 5003 +221 117 +338
Working capital requirement was up EUR +221 million versus June 30, 2005.
WCR accounted for 33.1% of net sales as at 30.06.06, versus 34% a year before.
As a%of sales ' i - - l 30 June 2005
Inventories 224%
Trade receivables 21.9%
Trade payables (10.2%)

| 34.0%

Operating working capital _ |

Inventory accounted for 21 8% of net sales. The Group's objective is to reduce this ratio to 16% of net sales

by 2010. :
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EUR million 30 June 2005  Totalchange  CUT™Y  movement
' effect

Raw materials, semi-finished ; ;

goods and other consumables 1,082 ' 143 15 158

Finished goods 2,371 +4 -57 +61

Depreciation and amortization (104), +7 +1 +6

Net inventories ' -3,349¢ +154 -" +225

1
In the tire industry, June is tradilionally dedicated to building up inventory for the passenger car and light
truck winter season and for the truck fall season. In volume terms, inventory of finished products were
sharply down at 1he end of June as compared to the same period of last year. The absolute value increase
. of inventory, then?fore mainly results from the increase in the value of raw material inventory.

i

#

m .
&
A
S
s
]
Uv\

T, »

EUR million

30 June 2005 Total change Currency effect

]

Movement

Trade receivables.

3,278 ¢

-41 -66

+25

At EUR 3,236 million, trade receivables are down EUR 41 million versus June 30, 2005. The item accounts

1

for 20.2% of net sales versus 21.9% on June 30, 2005.

Pursuant o IFRS, all the customer receivables included in the transfer and securitization programs, which
are part of Michelin's routine financing transactions, are fully retained in the balance sheet.

E
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Change in consoclidated equity: ' :

Share Share Treasury Non- Total . -, ,
. L Reserves controlling RN
capital premiums shares interests equity ,
Total as at 31 December 2004 287 1,842 - 134 69 | 3,546 !
Implementation of IAS 32 and I1AS 39 - - - 101 - i 101
Total as at 1 January 2005 287 1,842 - 1,449 69 3,647 [
Change in fair value of available-for- }
sale investments: ‘ . ‘ i
- unrealized gain / (loss) - ‘. - 25 - 25 : )
Cost of services on share option } " i} _ . ' ¥ ' }
schemes .
Dividend payments - - - {186} (34) (220) -
Net income - . - 389 (3) 386
Currency translation differences and N
others - - - 122 (10) 112 }
Total as at 30 June 2005 287 1,843 - 1,798 22 ; 3,951 l
Change in fair value of available-for- N o o
sale investments: iz'_;
- unrealized gain / (loss) - .- - 26 - 26 11}
Cost of services on share option ) 2 } B 5 %
schemes ) ) o o)
Dividend payments - - - - {1) o ("l) ©
Net income - - - 500 3 503
Curmrency translation differences and
others ) ) j 54 ) 46
Total as at 31 December 2005 287 1,845 - 2,379 16 l 4,527 I
Change in fair value of available-for-
sale investments.
- unrealized gain / (loss) - - - (30) - (30)
- gain / (loss) recegnized in income :
statement - - - (109) . {(109) f '
Cost of services on share option ) 3 } ) 3
schemes i ‘
Dividend payments . . . (204) it (205) '
Net income - - - 276 1 277
Currency transtation differences and
others - 1 - {108) n (106)
P ’ S R R B o :
[Total as at 30 June 2008 T sy S AW 5 43

Shareholders’ equity is down -3.8% comparad to December 31, 2005, Exchange rate variations account ] '
for EUR 106 million of the decrease. The balance resuits chiefly from dividend payments. i

",
-— N

S MICHELIN
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Financial debt

+

Net debt at June end amounted to EUR 4,514 million. Debt rose EUR 430 million versus January 1, 2006:

.

EUR million i 130 June 2006 - | 31 December 2005
Long-term 3,092
Bonds 1,472
Loans from financial institutions and cther 1,348
Obligations under finance leases 272
Short-term 1,647
Bonds 305
Leans from financial institutions and other 820
Obligations under finance leases 35
Derivative instruments 19
Bank overdrafts 468
TOTAL FINANCIA;L LIABILITIES 4,739
EUR mill!on

Financial liabilities 4,738
Derivative assets (45)
Cash and cash equivalents (611)
NET DEBT 4,083
The EUR 430 million deb! increase breaks down as follows:

® Cash: +612

® Non-cash -32

@ Currency -150 -

Change in net debt from January 1, 2006 to June 30, 2006

EUR miltion . 2005
Debt to January 1 3,292
Exchange rates +278
Free cash flow +548
Distributions +215
Other change in eguity (13}
Addition to investment commitments +150
Scope and miscellaneous +15
Debt to June 30 4,485
Change +1,193

“MICHELIN

((®
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MRS

Gearing} , |
— Sl
EUR million 30 June 2005 il
Net debt 4,485 i : :
Total equity 3,951 ‘ !
Net debt / Equity 1.14 S ;
EBITDA / Net debt 24.1% '

. \ .
Gearing {debt/equity ratio) amounted to 104% versus 114% at June 30, 2005 and 90% at January 1, 2006. '
The EBITDA/net debt ratic amounted to 20.4% versus 24.1% at June 30, 2005.

REGRGE

e e e =

Standard & Poor's

Short-term
Moody's P2 P2
BBB+ BBB+
Standard & Poor's {on crodit watch with {on credit watch with o
Long-term . negalive implications) negative implications) : [.g_’
5
Moody's | Baa2 Baa1 - :g
- ; :
Outlook . ‘ Moody's Negative Negative - .‘g .
- Q.

65




First-Half 2006 Earnings

COMMENTS

CONSOLIDATED CASH FLOW STATEMENT

EUR million 1st half 2005
Net income 336
EBITDA adjustments
Finance costs - net 135
Income tax 170
Amortization, depreciation and impairment of intangible assets and PP&E 395
Share of loss / {profit) from associates ) {4)
EBITDA 1,082
Norn-cash other income and expenses {7)
Change in provisions for risks and charges (122)
Net finance costs paid (176)
Income tax paid (117}
Change in value ol working capital, net of impairment (682)
Cash flows from operating activities {22)
Net purchases of intangible assets and PP&E \ (537)
Proceeds from sale of intangible assets and PP&E 35
Acquisitions of consolidated shareholdings, net of cash acquireq {12)
Proceeds from sale of consolidated shareholdings, net of cash disposed 4)
Purchasés of other shareholdings ! (2)
Proceeds from sale of ather shareholdings : 1
Change in value of other financial assets E (7)
Cash flows from investing activities 1 (526)
Proceeds from issuance of shares -
Proceeds from increase of non-controlling interests in the share capital of : 14
subsidiaries X
Proceeds from sale of treasury shares .
Dividends paid to Shareholders (179)
Dividends paid to non-controlling interests of subsidiaries (35)
Other distributions {8)
Change in value of financial liabilities i (492)
Other ) 5
Cash flows from financing activities ) (693)
Effect of the change of currency rates S 23
Increase {decrease) of cash and cash equivalents | ey {1,218}
, [
Cash and cash equivalents as at 1 January ' [u 1,655
Cash and cash equivalents as at 30 June ] ' 437

\MICHELIN
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Cash:flows from operating activities:]

EUR million 51 1sthalf 2005  Value changs - :
Avarage exchange rates ,
; s i
EBITDA b 1,082 -162 :
Non-cash other income and expenses 7 31 !
Change In provisions for risks and charges {122) +145
Net finance costs paid L {176) 4
Income tax paid f;__L . {(117) +49
Change in value of working capital, net of impairment (682) +63 .
Change in inventory kL (352) -40
Change in trade receivables S {207} +128 '
Change in other receivables and payables {123} -25 ;
Cash flows from {:perating activities . 1 ' {22) +60 ,

Operating cash flow rose EUR +60 million to EUR 38 million versus EUR -22 million at June 30, 2005. The
‘change in prowsmns for risks and charges resulted as follows: : :
In 2005, the Group was in a situation of provision reversal and restructuring plan-related and employee —
kenefit-related payrnems o

In 20086, the Group is in a situation where it makes provisions. The bulk of the variation is chiefly accounted
for by the €160m!provision for closure of the Kitchener plant.

r

1

’ -3
! L
Free:cash flow, ; g
Q
1
EUR méliion L 1st half 2005 Value change
Average exchange rates ik
Cash flows from operating activities B (22) +60 X
Net purchases of iﬁtangible assets and PP&E, net of ok (502) +2 :
disposals | :
Investments in shareholdings and other financial assets . l 458 (24) +73 ‘! '
Cash flows from investing activities I ey (526) +75 :
Free cash flow 5@ o (sap) +135
—— 1

Free cash flow after acquisition and before dividend distribution amounts to EUR -413 million versus
EUR -548 million for the first half of 2005. A number of positive non-recurring items (proceeds from the sale
of PSA equity...) in an amount of EUR +161 million are partly offset by negative non-recurring items
(acquisition of stake...). Excluding non-recurring items, frée cash-flow would amount to EUR -487 million.

S MICHELIN
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CONSOLIDATED KEY FIGURES AND RATIOS

[EUR milllon -

i H1 2006 H1 2005 . o 2005 ' 2004

Sales 8,023 h 7.'49(? 15,590 15,048
% change +H1.4% H1% +3.6% N. App.
Employee benefits costs [ 2,494 2,464 4,780 4,837
as a % of sales 3% 1 32.9%, 30.7% 32.1%
Average number of ernployees f 428,124 126,788 127,318 126.474
Research and developmant expenses *'* 302 289 565 578
as a % of sales 38% ¢ 3.9% . 3.6% 3.8%
EBITDA @ | 920 . 10820 | 2,377 2,030
Operating income befare non-recwiring income and expenses ! . 645 BBT- 1,368 1,303
Operating mangin before non-recurring incoms and expenses BO% . - 92%: B.8% B.7%
Operating income ' 485 0 887 1,574 1.239
‘Operating margin ' 6.0% . -02% " 10.1% 8.2% .
Finance costs - net ! {35 {135)- {280y (235)
Income before taxes [ 454 556 1,300 485
Incarme tax (77} (170) @n (331)
Effective 1ax rate 39.0% 30.6% 31.6% 33.6%
Net income 2717 386 889 654
as a % of sales 4% 5.2% 5.7% 4.3%
Dividend distributions 205 221 185
Cash flows from operating aclivities a8 1,031 1,322
as a % of sales 0.5% 6.6% 8.8%
Gross purchases of intangible assets and PP&E 495 1,336 1,107
as a % of sales 6.2% 8.6% 7.4%
Net purchases of intangible assets and PP&E, net of disposals 500 1,208 951
Cash flows from investing activities ! 1451) : (1,155) (1,056}
as a % of sales {5.6%) .. {7.4%) {7.0%)
Net debt ' 4,514 - 4,083 3,292
Total equity ¥ ; 4,357 4,527 3,647
Gearing 104% 90% 0%
EBITDA / Net debt ' N. App. 58.2% 61.7%
Cash flows from operating activities / Net debt ! N. App. 25.3% 40.2%
Net interest charge | 6.6% 5.9% N. App.
Operating income befora non-recurring items / Net interest chaggem 4.6 4.7 N. App.
Free cash flow | (413) (124) 266
ROE . , N. App. 19.7% 18.5%
iPer share data {in euros)

Net assets per share \*% I 30.3 315 24.2
Basic eamings per share """ 1.80 6.13 446
Diluted earnings per share *'? ! 190 6.12 4.46
piE (1Y N. App.. . . © 7.7 10.6
Dividend per share N. App. +.35 1.25
Distribution rate 4! . ' * N. App. 22.0% 28.0%
Dividend vield !'* N. App. 2.8% 2.6%
Share turnover rate % | N.App. N. App. .| 151% 134%

{1} Pursuant to switch to IFRS, part of the Group's research and development
expenses are now inlegrated into the cost of goods sold in

the income statement by function

{2} EBITDA: eamings before finance costs, income tax, depreciation and
amortization

{3} Agoregate divid d 1o Group Sharaholders in the period

{4} Net debt after implementation of IAS 32 and IAS 39, effectiva

January 1, 2005: financial liabilites - cash and cash equivalents +/-
darivative assets

(5) Totat equity afier implementation of AS 32 and 1AS 39, effactive
January 1, 2005 )

(6) As of Decamber 31, 2004, the gearing ratio in IFRS was 93%.

Following implemanlalim‘uf IAS 32 and 39, effective since January 1, 2005,
the ratio was 90%

{7) Net inieresi charge: in‘arest financing expensas - interest income from
cash and equivalents + discounl/premium amortization on forward foreign
axchange contracts

{8) Free cash flow: EBITDA - change in working capital - net investments
(8) ROE: net income atiibutable to Shareholders ! Shareholders' aquity
excluding non-controlling interesis

{10) Nat assats per shara: net assets / number cf sharas outstanding a1 the
end of the pericd

({11} Basic samings per shara: nelincome attributable 10 Shareholders /
(weiphtec averaga number of shares outstanding during the period + own
shares — sharas cancelled during the period)

(12) Diluted aamings per shara: eamings per share adjusied for the affact on
net income and on the number of shares of the exercisa of outstanding
dilutive instrumenis

{13) P/E: Share price at the end of the period / eamings per share

{14) Distribulion rate: dividend per share / basic #amings per share

{15) Dividend yield: dividend per share f share price at December 31

{16) Share tumover rate: number of shares traded during the year / average
number of shares outstanding during the year

'
N. App.; Non applicable
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Net sales 156889 ' 15370 15,645 15,775 15,396 13,763
% change +2.1% ' -1.8% -0.8% +25% +11.9% +102%
Payroll costs 4872 . 4997 5,152 5,242 5137 4,756
as a % of sales 31.1% 32.5% 32.9% 33.2% 33.4% 34.6%
Average number of employees 126,474 127,210 126,285 127,467 128,122 130,434
Research and development costs 674 | 710 704 702 645 589
as a % of sales ) 43% + 4.6% 4.5% 4.4% 4.2% 4.3%
ERITDA " 2,043 1,992 1,978 2,091 2,170 2,127
Operating income 1289 | 1,143 1,225 1,040 1,162 1,207
Operating margin 83% . 74% 7.8% 8.6% 7.6% 8.8%
Net interest expense (213y . {225) (260} (321) (314) (238)
Net non-recurring income and expense (206} i 19 75 (29) (76) (353)
of which restructuring costs (55) (192} (17) (340) (87} (388)
Income before tax 843 590 997 644 729 538
Income taxes {316} {261) (382) (330} (290) {213)
Effective tax rate s 37.5% 44.3% 38.4% 51.2% 39.9% 39.7%
Net income before minority interests 527 329 614 314 438 325
as a % of sales 34%  21% 3.9% 2.0% 2.8% 2.4%
Dividends & 133 ¢ 131 113 105 93 87
Net cash provided by operating activities ™ 1337 ¢ 1542 1,534 1,263 1,017 1,014
Cash flow™ 1,353 - 1407 1,225 1,323 1,416 1,547
as a % of sales B.6% 9.2% 7.8% 8.4% 9.2% 11.2%
Capital expenditure % 1,117, 1,118 967 1,150 1,201 1,252
as a % of sales 7.1% 7.3% 6.2% 7.3% 7.8% 9.1%
Capital expenditure, net of disposals ™ 1025 | 1017 809 1,089 1,091 1,003
Acquisition of investmants, net of disposals 106 229 62 (184) 166 255
Net debt 3223 3,440 3,818 4,881 4,926 4,329
Sharcholders” equity inchuding minerity interess ™ 4,677 4,409 4,502 4,326 4,155 3,838
Debt-to-equity ratio 69% ' 7B% 85% 113% 119% 113%

Average borrawing costs

5.9% 5.6% B.2% 8. 1% 6.5% 9.4%

EBITDA / Net debt 63.4% ' 57.9% 51.8% 42.8% 44.1% 49.1%
Net cash provided by operating activities / Net debt 415% ' 44.B% 40.2% 25.9% 20.7% 234%
Interest expense ® 209 ! 219 213 3n 324 419
Interest cover (operating incorne / interes! expense) 62 1 5.2 4.5 3.3 36 2.9
Free cash flow ® 226 . 299 637 309 (241} (300)
ROE " 11.2% +  7.3% 13.4% 7.4% 10.4% 8.0%

s

‘share data {in euros)’

Net assets per share ' 321 30.2 0.5 297 285 26.2
Basic eamings per share '? 359 223 428 2.20 296 2.10
Diluted earmings per sharg ' 359 2.23 4.28 2.20 2.06 2.10
p/E M . 13.1 16.3 7.7 16.8 13.0 18.6
Net dividend per share 1.25 0.93 0.93 0.85 0.80 0.71
Pay-out rate ' 34.8% 41.7% 21.7% 38.6% 27.0% 33.8%
Net dividend vield "8 2.6% 2.6% 2.8% 2.3% 2.1% 1.8%
Capital tumover rate ‘\") 134% ' 144% 145% 108% 97% 105%

{1) EBITDA = Eamings Before Interast, Tax, Depreciation and
Amoriization

{2) Dividends paid to parelm company Shareholders

{3) Net cash provided by vperating activities: cash flow + change in
working capital

{4) Cash flow: net income before minority interests + depreciation,
amortization and charges to allowances for impairment in valua of
fixed agsets - chapges in provisiona -/+ net gainsfAosses on disposal
of assets i

{5) In 2001, excluding ext:mal growth transactions {SMW, EUR 167m)
{6) Net debt: long and short-term: dabt {including securitization) — cash
and cash equivalents

{7) Shareholders' equity including minonity interests: common stock +
paid-in capital in excess of par + retained eamings + net income +
minority interests

(8) Interest expense: borrowing costs for the year

{9} Free cash flow: cash fiow - change in working capital - net invesimants
{10) ROE: ret income attributable ta the Group / Shareholders' aquity
excluding minority intarest

(11) Net assets per share: net assels / number of shares cutstanding at
Cecember 31

{12) Basic eamings per share: nat income / {weighted average number of
shares outstanding during the year + awn shares - shares cancelled during
the year) -

(13) Dituted samings per share; earnings per share adjusted for the affect on
net income and on the number of shares of the exercise of oulstanding dilutive
instruments

(14} P/E: Share price at December 31 / earnings per share

(15} Pay-out rate: net dividend { eamings pes share

{16} Net dividend ylald: net dividend / share price at Decerber 31

{17} Capital turnaver: number of shares traded during tha yaar / average
number of shares owtstanding during the year

a g
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STOCK MARKET DATA

Eurofist Compartment A (Blue Chips)
Deferred Settlement Market

ISIN Code: FR 0000121261

Par value: ELUR 2

Transaction unit; 1

Market capitalization |

*

® EUR6.74 bitlion, as at June 30, 2006 -

Average trading volume

e 1,208,441 for the first half of 2006

Michelin feature' in two important Stock Exchange performance indices:

e CAC40:0. 70% of the index
¢ Euronext 1OQ 0.35% of the index

|

Michelin also features in the main sustainability indices exclusively made up of companies having
integrated sustalnable development objectives into their strategy:
e DJS| (Dow Jones Sustainabitity Index) Stoxx for Europe and DJSI Worlg

o ESI (Ethibel Sustainability Index)
® ASPI {Advanced Sustainability index)

' Mlcnﬁ'u;w
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Michelin Share Performance
(As at 30 June 2008, base 100 December 1999)
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Share prica (in euros) 2005 2004 2003 2002
Highest 56.20 47,80 BN 45.05
Lowest 43.75 34.82 25.02 24.50
Highest / lowest ratio 1.28 1.37 1.52 1.84
Last quotation 47.48 47.19 36.38 32.86
Change over the period +0.6% +29.7% +10.7% -11.3%
CAC index varation +23% +7% +16% -34%
Market capitalisation
{end of period, EUR biltion) 6.81 8.77 5.22 4.66
Average trading volume over the 842,053 742,311 797,844 760,143
period
Average number of shares making 143,387,025 143,250,487 141,488,047 133,430,884
up the capital
::r'i’;t;er of shares traded over the 216,407,691 192258470 203,450,155 193,836,344
+
in euros except for ratios 2005 2004 2004 * 2003 2002+
Net assets 274 315 24.2 321 30.2 30,5
Basic earnings 2.68 6.13, 4.46 3.59 2.23 4.28
Diluted earnings 2,67 6.12 4,45 359 2.23 4.28
P/E N. App .5 106 131 16.3 7.7
Dividend N. App 1.35 1.25 1.25 0.93 0.93
Distribution rate N. App 22.0% 28.0% 34.8% 41.7% 21.7%
Yield # N. App 2.8% 2.6% 26% 2.6% 2.8%

* French GAAP

(1) Earnings per share adjusted for the effect on net income and on the number of shares of the exercise of
outstanding dilutive instruments '
{2) Dividend / Shara price at Decamber 31
N. App.: Non applicable
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e Group equity';: EUR 286,775,250
o Number of slrﬂares . 143,387,625
® Total number of voting rights : 188,680,159

| _
| As at June 30, 2006
|

Breakdown of capital ‘ {
As at June 30, 2006 )

B 2.1% Employee Shareholder Plan

|
[314.0% Individual Shareholders

[
& 29.0% French Institutional Investors

1

B 54.9% Foreign Institutional Investors

|
Breakdown of vnf:ting rights ! !
As at June 30, 2006

4 v . i ' ‘
: B 1.7% Employee Shareholder Plan
e

]
0 19.8% Individual Shareholders
{

@ 28.4% French Institutional Investors
b

1

' Double votirig rights are attached to shares held for more than 4 years.
l

B50.0% Foréign Institutiona! Investors.

73
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CONSOLIDATED INCOME STATEMENT

u‘“Six-months 'endE'd 1 Six months ended
{in EUR million, exoepl per share data) 3 30 June 2005
Sales 7,490
Cost of sales (5.104)
Gross profit 2,386
Sales and marketing expenses (847}
Research and develupmem expenses {283}
| General and admumslratwe axpenses {510}
Other operating intorme and expenses (53}
‘ Operating income before non-recurring income and expenses 887
\ Non-recurring inceme and expenses B
| Operating income 687
| ] Finance costs — net (135)
‘ Share of profit(loss) from associates 4
| Income before taxes 556
Income tax {170}
Netincome 386
| = Attributable to Shareholders 389
w = Attributable to non-controlling interests 3
j Earnings per shim {in euros)
* Basic 268
*  Diluted 267
| ,
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CONSOLIDATED BALANCE SHEET

: Note [T Asal Asat -
{in EUR million} .- .30 June 2006 | 31 December 2005
Goodwil L e 444
Other intangible assets R 189 T192
Property, plant and equipment (PP&E) B 6,469 8,577
Nor-current financial assets and other assets T, 4 435
Investments in assodiates and joint ventures e 51 50
Deferred tax assels - 1181 1,227
Non-current assets . BI85 8,925
Inventories 3,503 3,205
Trade receivables ' 3,236 3,273
Cument financial assets 86 229
Other current assels ! L 618
Cash and cash equivalents [T 413 611
Current assels ! ] 7,682 | 7,956

|

TOTAL ASSETS , 16,437 | 16,881

i N
Share capital LA C Y4 287
Share premiums 7 oy “x 11,849, 1,845
Reserves v 2,206 2,379
Non-controlling interests . =15 16
Total equity 4,527
Non-current financial liabilities ' 8 3,002
Employee benefits ‘ ! 3,049
Provisions and other non-cutrent liabilities 1o 801
Deferred tax liabilities 71
Non-current liabllities 7,013
Current financia! liabilities , 8 1647
Trade payables 1,792
Other current liabi ities 1,902
Current labilitles 5,341

]

TOTAL LIABILITIES AND EQUITY ) 16,881

i

t

]

I

]

!

i

I A —

MICHELIN

77

bette: way forward




First-Half 2006 Earnings.

CONSOLIDJE\TED STATEMENT OF CHANGES IN EQUITY

i

{in EUR million)

Total as at 31 December 2004

Implementation of IAS 32 and IAS 39

Total as at 1 January 2003

Change in fair value
avaitable-for-sale investments

- unrealised gain/{loss)

Cost of service on share aption
schemes - 1
Dividend payments

Net income .

Currency tranglation diilferences

and other

122

(188)
389

(34)

]
(10)

Total as a1 30 June 2005 287 1,843

17

1,546

2 F

Change in fair value of

avaitable-for-sale investments

- unrealised gainf{loss}

Cost of service on share option

schemes - 2
Dividend payments - .
Net income

Currency iranslation differences

and olher

53

(m 4
3 9

@

Total as at 31 December 2005 287 1,845

170

2,047

161 45271

Change in fair value of
avaitable-for.gale investments
- unredlised gaindloss) o
- gainloss) recognized in income

statement - -
Cost of service on share oplion
schemes - 3
Dividend payments - .
Netincome .
Currency transtation differences .
and other - 1

(30}
{109)

(204)
216

(s -
1

0}]

Total as at 30 June 2006 287 1,549 -

2,119

15 . 43571
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A better way forwsrd

78




First-Half 2006 Earnings

CONSOLIDATED CASH FLOW STATEMENT

Six months ended
{in EUR million} 30 June 2005
Netincome 386
ERITDA adjustments )
*  Finance costs - net 135
*  Income tax 170
= Amortization, depreciation and impaiment of intangible assels 395
and PP&E
= Share of loss/{profit) rom associates (4)
EBITDA 1,082
Non-cash other income and expenses ' )]
Change in prowsmns for fisks and charges {122}
Net finance costs paid ' {176)
Income tax paid {(117)
Change in value of working capital, net of impairments {682)
Cash flows from operating activities {22)
Purchases of intanéible assets and PP&E {8371)
Proceeds from sale of intangible assets and PP&E 35
Acquisitions of consohdated shareholdings, net of cash acquired ' {12)
Proceeds from sale of consolidated shareholdings, net of cash dlspnsed (4)
Purchases of other shareholdmgs : (2)
Proceeds from sale of other sharehcldings | 1
Change in valus of other financial assets . ()]
Cash flows from investing activities {526)
Proceeds from i |ssuance of shares ! ..
Proceeds from i |ncrease of non-controlling interests in the share capltal 14
of subsidiaries
Proceeds from sale of treasury shares -
Dividends paid to Shareholders ) {179)
Dividends paid to non-contralling interests of subsidiaries ' {35)
Other distributions ! 6
Change in value of financial liabilities ! (492)
Other . 5.
Cash flows from financing activities ' {693)
Effect of the change of currency rates ' | 23
) i
Increase {decreasa) of cash and cash equivalents Ii {193} E (1,218)
i ' e 1
Cash and cash equivalents as at 1 January I e -611 1,655
Cash and cash equivalents as at 30 Jurne o 413 437
l
i
]
i
[}
b
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, : o
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

|
1. GENERAL INF:ORMATION

Compagnie Générale des Efabfissements Michelin {"CGEM™ or the "Company’) is a company incorporated in Clermont-Ferrand
(France).

The condensed CDn.:OthtEd interim fi nanc:al statements of the Company for the six months ended 30 June 2006 comprise the
Company, all #s subsidiaries, associates and joint ventures (the *Group” )

These oondensed consolidated interim financial stalements have been authorized for issue by the Supervisory Bbard on 27 July 2008.
. ] .

Except as otherwise stated, all amounts are presented in EUR million.

2. BASIS'OF PREPARATION
Statement of compliance

These condensed consohdated interim financial statements of the Company have been prepared in accordance with IAS 34 - Interim
Financial Reporting. -‘I'hey do not include aII of the information required for full annual financial statements, and should be read in
conjunctiort with the Group consolidated financial statements for the year ended 31 December 2005.

i
¥

Accounting policies

+
The accounting pohcwes applied in these condensed consolidated interim financial statements are consistent with-those applied by the
Company in its consolldated financial statements for the year ended 31 December 2005.
In particular, new IFRS standards and IFRIC interpretations as adopted by EU for periods beginning from 1 January 2006 have been
applied by the Company and have not led to any significant changes in measurement and presentation.
The Company has nct anticipated the |mp|ementahon of any standards and interpretations whick are not mandatory in 2008.

i

Critical accounting estimates and assumplions .- !
t

The preparation of the consolidated interim financial statements in wnft":rrnity with JAS 34 requires management to make judgments,
assumptions and estimates that affect the application of accounting policies and the reported amounts of assets and liabilities at the
balance sheat date and the amount of income and expenses for the repo@ng pericd. Actual resutts may differ from these estimates,

Change in the scope of consolidation ' )

The acqutsmuns or divestments of the period did not have any 5|gn|ﬁcant effect on the condensed consolidated intefim financial
statements.

An agreement was asctosed on 4 May 2006 to exchange the Nigerian Group companies involved in the rubber tree business for a
20 % stake in the company Société Intemationale de Plantations d’'Hévéas listed on Paris stock exchange. It will enter into effect after
the approva1 by SIPH sharehclders, which is expected in the second half of 2006. The impact on the 2006 Group net assets, cash flows
and earnings is not e(pected to be significant. .

Seasonality’

. 1
Usualy the Group shows net cash cutflows during the first half of the yeaf mainly due to:
— higher working cepital needs, ' ' '
~ dividends. ‘ !
}

N
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Reporting SegmfjntS The other activities inciuding speciality :lres earthmover and agriculturat, aircraft Ures 2 wheels, maps
' and guides, VlaMlchelln Michelin LifeStyte and other sales.

i

Geographical segments {in EUR million) .

$ix months ended 30 June 2006

b

t

3. CONDENSED éEGMENT REPORTING
‘ t
. 1
Business segments {in EUR millien} ,
!
Six months ended 3{) June 2006
1
Income statement information SR 4 SR2 SR3 { ., ":GR
. |
Sales 4367 2627 1,028
Operating income before non-recurring income and expenses 348 145 152 64
In percentage of sales 8.0% 5.5% 14.8% & " B,
' Six months eénded 31:) June 2005 J
Income statement information t SR1 SR 2
Sales Y4063 2416
Operating income bafore non-recurring moome and expenses * 389 205
In percentage of saJes 9.6% - 8.5%
*  Reporting Segment 1:  Passenger Car and Light Truck tires and related distribution activiies.
*  Reporting Segmant 2 Truck tires and refated distiibution activities.'
|
|
|
|
]
I
|
|
]
|
|
I

" Europe  North America Other zones -GROUP.TOTAL |
Sales 3,914 2,803 1,306 § - oo 80234
. , . —_—
. ' }
Six months ended 30 June 2005
| \ ) Europe  North America Other zones : GROUP TOTAL |
Sales ) 3,854 2,510 1126 =0 2577480 %
| ' '
| .
4. NON-RECURRING INCOME AND EXPENSES

1
BFGoodrich Tire Manufacturing, a business of Michelin North America {Canada) Inc., announced on 2 February 2006 that it will close

its facility located in Kitchener, Ontario. Manufacturing operations will continue until 22 July 2006. The company will shift production to
; other BFGoodrich Tire Manufacturing facilities in North Amesica.
, The provision of EUR 150 million covers:

severance costs,

medical benefits and other social costs,
pension and post Fefirement costs,
plant and equipmf':nt impairments.

3
t
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5. FINANCE COSTS - NET

1
The two components of the net finance costs are broken down in the table below:

Six months ended
{in EUR million) . ' 30 June 2005
Cost of net debt
Gross financing expenses {164} *
Interest income from cash and cash equivalents 14
' {150}
Other financlal income and expenses i
Netincome from financial assets {other than cash and cash equivalents)
Interest incame 10
Result on d'sposal of available-for-sale financial assets (1}
Impairment {2)
Dividend income 5
12
Expense from unwinding the discount of provisions ! {2)
Miscellaneous 5
15
Finance costs - net {135)

The result on disposal of available-for-sale financial assets essentially includes a realized gain of EUR 118 million from the sale of the

2,826,000 shares of Peugeot SA as well as a charga of EUR 4 million relating to the cost of the underlying hedging instrumenits.

6. EARNINGS PER SHARE

Components of the basic and diluted eamings per share calculations are ;_';resented in the table below.

Six months ended
30 June 2005
Net income (EUR miillion), excluding the non-controlling interest ! 389
- less, propositions of atiributions to General Partners (5}
Net income attributable to Shareholders used in the calculation of both basic
and diluted earnings per share ] 384
- - -
Weighted averags number of shares (millions of shares) outstanding used
in the calculation of basic eamings per share ! 143
- plus, adjustment for share options ! 1-
Weighted average number of shares used in the calculation of dilwted eamings per
share . i 144
Eamings per share (euros per share) !
- basic 268
267

- diluted v

—_—-
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7. SHARE CAPITAL AND PREMIUMS

First-Half 2006 Earnings

The total authorized number of ordinary shares is 143,393,275 shares (31 December 2005: 143,387,625 shares) with a par value of

EUR 2 per share (2005: EUR 2 per share),

The increase is due to the exercise of options g-ranted to Group employees

Dividend paid 1o the shareholders during the period is EUR 1.35 per share. Total amount paid is EUR 194 milfion.

8. FINANCIAL LIABILITIES

The carrying amount of the financial liabilities is detailed in the table be!m\‘r.

1
&

Asat’
{in EUR million) ! 31 December 2005
Long-term )
Bonds ' 1472
toans from financial institutions and other ! 1,348
Obligations under finance leases ! 272
i 3,002
Short-tesmm ;
Bonds 305
Loans from financia! institutions and other ! 820
Obhganons under finance leases ! 35
Denvalrve instruments H 1]
Bank overdrafts ! 468
. 1,647
Tofal financlal liabilities : 4,739
' i
The Group net debt i presented in the 1ab|q below.
. As at
{in EUR miltion) 31 Dacember 2005
Financial liabilities - 4,73%
Derivative assets . {45}
Cash and cash equwalents (611}
Net debt 4,083 .

j
The decrease in bonds is due to the repayment of the remaining EUR 305 million of the Febryary 2006 bonds issued by the Company.

On 11 July 2006, the Company issued a Commercial Paper program of a maximum amount of EUR 1 bitlign, This program will enable
the Group 1o have direct access to the financial markets for its short term refinancing needs, thus i improving the cost and size of its cash

resgurces.

9. SHARE OPTION PLANS

The assumptions used for the valuation of the share options granted in the first half of 2006 are as follows:

Grant dats ' 15 May 2006
Number of options 136,700
Weighted average share price {euros per share) 57.15
Exerdise price {euros per share) 58.00
Volatility 30.84 %
Risk free interest rate 391%
Market value of the option at grant date (euros per option) 10.02

The maximum gain aliowed is limited to 100 % of the exercise price.

83
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10. PROVISIONS

* Movements of provisinns during the first half of 2008 are as follows:

{in EUR million) Restructuring Litigation QOther provisions
At 1 January 286 . 32 216
Additional provisions 1T 12 19
Utilized during the year (78) (12) {22)
Unused amounts reversed r m . . -
Curency translation effects t (2) (n {2
Change in scope of consolidation - . - - -
Cther effects ‘ 3 12 {33)
At 30 June

385 . 43 . 178 -

U v ) . B t . .‘ 1 1) .
The increase in the restructuring provisions mainly comes from the EUR 160 million of non-recurrent items detailed in note 4.

11. DETAILS OF THE CASH FLOW STATEMENT

Details of the cash flow statement are presented in the table below:

i

, Six menths ended
{in EUR million} . 30 June 2005
Non-cash other income and expenses
Result on dispsal of non-financial assets {1) -
Other {6)
Net finance costs paid .
Interests paid dnd other financial expenses ' (218)
Interests recewed and other financial income \ 35
Dividends received } 5
Change in value of working capital, net of impairment '
Change in inventory ! {352)
Change in trade receivables {207)
Change in othér recsivables and payables {123)
Purchase of intangible assets and PP&E i
Purchase of intangible assets {30)
Purchase of PP&E {465)
Investment grants received f -
Change in capital expenditures working capital . {42)
Change in value of other current ang non-current financial assets
tnerease of uthfer non-current financial assets i {32)
Decrease of otner non-current financial assets 20
Net change of the other current financiat assels I 5
Change in value of current and non-current financial liabdlities ! .
Increase of norl-current financial iabilities ' 120
Decrease of non-currenl financial fiabilities t (692)
Finance lease debi repayrments v {104)
Nstincrease / {decrease) of current financial liabilities ¢ 33
Derivatives i 151
' t
Detail of the non cash transactions: ,
= Financial lease i - -
»  Nor-controling interest purchase commitments (30 150
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1

12. COMMITMENTS AND CONTINGENCIES
Canadian pension fitigation: in June 2005, a group of Michelin pension fund beneficiaries in Canada staried legal action against the
Canadian subsidiary of the Group, aimed at forcing the latter to pay a face value of 350 million Canadian dollars to said fund. Michefin
Canada believes thal the Company is entited to reduce, or not make some of its annuat contributions, due to excess capital generated
by the management of the defined contribution plan, up to the above-mentioned amount.

At this stage in the proceedings and on account of its prospective sucoess in this dispute, the Group deems it Unnecessary to make a
pravision in this respect.

A bertrer way forwarsg

85




First-Half 2006 Earnings

L3

8FGoodrich

Taat CONTEAA

[1s]
[+n]




f First-Half 2006 Earnings
t
1
15T HALF 2006 HIGHLIGHTS ‘
i
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STRATEGY - ACQUISITIONS - PARTNERSHIPS

North America: BFGoodrich Tire Manufacturing to optimize industrial operations

BF Goodrich Tire Manufacturing announced its decision to wind up its Kitchener, Ontario (Canada) plant due
to over capacily in the “mass market" Passenger car tire segment which BFGoodrich serves in North

America.

Production at the Kitchener factory will conclude on July 22, 2008 with production transferred to BF Goodrich
Tire Manufacturing's US sites: Tuscaloosa and Opelika (Alabama) and Fort Wayne (Indiana) which wili

strive to achieve 'competitivity gains.

Michelin North Aterica launched a 6- -year Michelin Development Program aimed at promoting job creation

in the Waterloo-Kitchener regicn.

United States: Greenville to boost production
capacity

Michelin is investing USD 26 million to raise by 20% its
Greenville {South Carolina) Passenger car and Light
truck tire production capacity by 2008 and intreduce
new productivity-enhancing processes. The move is
part of the Group's strategy of "Strengthening the

...:g-g:_-”‘!- SelY
. >:'---h-1s':,'_',‘-'~‘5"::"-‘;

West".

Canada: Waterville to increase Truck tire
production capacity

Michelin North America is investing CAD 92 million to
install X One extra-wide single truck tire (Michelin's
alternative to dual mounted tires) production at its
Waterville (Nova Scotia) plant. The expansion will
double Michelin X One production capacity in North
America lo meet growing demand. When completed,
the project will create 75 jobs and make Waterville
Michelin's second largest Truck tire facility worldwide.

L i
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Mexico: New retread facility being built

t
A new tread prf=ssmg plant is ‘under construction in Mexico, close to Michelin's
Queretaro Passenger car and Light truck tire factory. The facility will serve very strong
demand for Mlch=lm Retread Technologies (MRT) retreads in Mexico, and throughout
North America. T_he plant, which will have a workforce of up to 120 employees, will be
completed in spring 2007,
Meanwhile, treads for the Mexican market will continue to be supplied by the
Covington (Georgla USA) factory, which has doubled its production capacity.

|

South Korea: Michelin raised its stake in Hankook

Subscribing to Hankook's capital increase, Michelin purchased shares worth USD 26 million (2 million
shares) correspo'nding to 1.3% of Hankook's equity. The maove along with prior transactions on the financial
markets, raised Mlchelln s overall stake in Hankook to 6.3% of equity.

In 2003, Mlchelln and Hankook entered into a cooperatlon agreement covering a number of operations.
Under the agreement, Michelin could gradually raise its holdings to 10% of Hankook's equity.

i
t
1

Africa: Michelin strengthens its positions in rubber plantations

Michelin concluded a preliminary share deal agreement to contribute its Nigeria-based plantations to SIPH
{Sociéte lnternatlonale de Plantations d'Hévéas). The alliance wil give Michelin approximatively a 20%
minority stake in SIPH and enable it to strengthen its Afrlcap natural rubber procurement, developing synergies
with the region's 'growers and contributing to the development of West Africa's rubber-growing sector.
Michelin owns 4 plantations in ngerla and provides technical support to SIPH's rubber ptantations in Ghana
and the Ivory Coast.

- wmm o e o v e w— =
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PRODUCTS, SERVICES AND INNOVATION

PASSENGER|CAR / LIGHT TRUCK AND RELATED DISTRIBUTION] |

|
Europe: New Kleber Hydraxer tire

In January 2006, Kleber launched a full Hydraxer tire range of 22 sizes to
complement the Kleber Dynaxer HP and Dynaxer DR families. Hydraxer's
high-performance meets increasingly demanding driver expectations in terms of
traction, braking and wel grip. As its tread further improves water evacuation,
wet braking perférmance posts a 2-meter gain versus the previous generation.
Comfort is enhanced due to a high-tech rubber compound that reduces
vibrations and noise. f

¥

1
[
Michelin Primacy HP performed well in comparative tests

In its latest comparative test, TUV Sid, a German technical certification body, stated that Michelin Primacy
HP (size 225/55R 16) truly sets new high-performance stalndards: the new tire improves by at least 25% the
mileage tongevity of its closest competitor while delivering outstanding road handling. Primacy HP is !
available in 21 sizes from 16 to 18-inches, with speed ratirﬁgs of up to 300km/h (Y). Three "runflat” versions,
marked ZP, are proposed. They will run 80 kitometers at E_iOkah in the event of puncture.

3
b
3

Michelin rewarded by PSA Peugeot Citroén .
PSA Peugeot Citroén awarded Michelin its Innovation Prize for its new very low rolling resistance tire.

The result of a 3-year partnership with the carmaker, the tire is more energy-efficient and helps to reduce
CO2 emissions while maintaining the high longevity that is a well-known quality of the Michelin brand. In
light of European Union Member States’ commitment to reduce greenhouse gas emissions between 2008
and 2012 versus 1990 levels, the tire's fuel efficiency truly meets OEMs' expectations, In addition, it
delivers 5% to 10% improved breaking performance.

.

1 .

1
2005 Supplier Trophy: Porsche rewards Michelin again '
1

During Suppliers Day - Leipzig (Germany), April 13, 2006 - Porsche awarded Michelin its much coveted |
"Supplier Award” for the second year in a row. The trophy is in recognition of the fruitful joint development :
operations between both groups, who have been pariniers since 1961. Michelin makes tires for all of )
Porsche's models. : :
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China: Tire repair service in the event of a fiat

After Europe, Michelin is planning to roll out a tire repair program in
China over the next 2 years, under the "Sui Ni Xing" breakdown program.
This features a 24-hour support service, free tire repair, towing and
guaranteed service. Since July 1st, the Michelin Sui Ni Xing Service is
available in 160 Chinese towns, through more than 1,100 certified
Michelin dealers.

North America: Michelin rolls out Latitude Tour HP crossover tire

1
Michelin North America has officially introduced its Michelin Latitude Tour HP all-season
fire for crossover vehicles. The Latitude Tour HP's tread area contains a compound
that is designed to maximize dry and wet pavement grip. The tire also contains
Michelin's new SecureLock tread blocks that "close and lock under hard
acceleralion, braking and cornering to deliver better overall performance”. The
Latitude Tour HP is available in 16 sizes ranging from 17 to 22 inches in diameter.

BFGoodrich 4X4 tire range expanded in Europe l

BF Goodrich s Introducing a number of new 4X4 tires :lo its range in 2006. These are the All-terrain
T/A Comp, for off-road rallying; the Krawler T/A KX, I'aunched in Europe in May 2006; plus 4 new
dimensions of the Macadam T/A, which is following the g:;owth of the European SUV market.

+

RUCK AND RELATED DISTRIBUTION,

Eurcpe: Michelin X One XDN 2 GRIP unveiled

The Michelin X One XDN 2 Grip tire is the very first application
featuring the tread design and InfiniCoil architecture of the
"Michelin Durable Technalogies” cluster of innovations. The
new offering is designed for truck power axles. By enabling
the replacement of dual tires by a single one, Michelin
X One XDN 2 Grip substantially improves fue! efficiency
and payload. It is available in the 495/45 R 22.5 dimension.
The tire's revolutionary tread pattemn achieved through
"Michelin Durable Technologies® delivers top mileage and
excellent grip performance in any weather.

91 '
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Europe: Michelin Euro Assist goes further

Michelin Euro Assist now delivers breakdown services within 2 hours of a truck driver's call for help. And: it
will even refund the EUR 70 bill should the breakdown Service arrive late, from the first minute after the
2-hour deadline. Drivers can call the 00 800 79 79 '1'9I 79 tofl-free number in more than 20 European
countries. Long. haul fleets also have real-time access to the relevant repair information on the
www.michelineuroassist.com breakdown assistance website. Europe's leading tire service, Michelin Euro
Assist handles some 20,000 truck breakdown situations each year across Europe.

Iretand: Michelin to fit 1,450 buses

Michelin was awarded an exclusive contract by the Northern Irish firm of Translink. Under the contract,
Michelin will supply and maintain tires for Ulsterbus and Metro both subsidiaries of Translink. The 1,450 bus
fleet serves maost of the province's regular lines. The 3-year contract, which can be extended once for 2
years, provides for cost-per-mile hilling.

‘

ltaly: LeasinGomme tire hire-purchase program

LeasinGomme, jointly developed by Michelin and financial pariner Banca
I.E ASlNG Q ltalease, meets a dual need 'on the part of long haul fleets: achieve greater
O contro! over their tire expenditures and spread out payments over a longer term.
R LeasinGomme praposes a hire-purchase contract for the full amount of the tire
& un prodocto finarianio purchase providing for up to, 18 monthly installments. The program is being
l]_h tested in ltaly, where 107 "Michelin Quality Cerlified” specialist retailers have

1[ B t' already been trained by Michelin and Italease to market the new service.

BANCAITALEASE ;

|

Recamic expands its offering in Europe and Turkey
i

Recamic expands its "On/Off road” and "Long distance” offering.
The new XDY 3 E range targets hauling firms operating in a mixed
environment. Tires in this range are designed for drive axles of
vehicles running more than 80% of the time on regional roads and
less than 10% off-road.
The new 385/55 R 22.5 dimension of Recamic XTA2 Energy is
specifically suited for trailer or semi-trailer axles and for "Grand
Routier" use. The new dimension completes the Recamic A2 Energy family, featuring some 20% longevity
gains, Its fuel efﬁcnency is also improved by around 6%, and safety further enhanced W|th greater laleral
resistance.

Russia; launch of the Michelin Truck Pro and Tyre Plus partnerships

Michelin announced launch of the Michelin Truck Pro and, Tyre Plus partnerships. The Group is developing
the Tyre Plus services and sales network for professionals in Russian towns of 150,000 inhabitants or more.
Tyre Plus already includes 82 branches in 61 Russian towns. Michelin Truck Pro's first branch was
inaugurated at Tyumen. '

1

|

I
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Road safety in the United States of America ¢

|
Michelin Americas Truck Tires joined the OEM Mack Trucks and Chevron Delo (lubricants) among the main
sponsors of the “Share the Road" program launched by the American Trucking Association (ATA). For the
last 18 years, “Stare the Road" trucks travel the country to raise public, press and associations awareness
about road safety issues. Michelin's involvement in the program takes the form of a financial contribution as
well as donations of Michelin X One tires for alt "Share the Road" trucks.

i

i )

Brazil: a new urban transportation tire

Michelin introduces Michelin X PASS XZU3 for the urban transportation industry. By 2607, most Brazilian
buses should be fitted with the new tire which delivers 35% more mileage before first removal than the
previous generation. Currently, one-third of the 180,000 bus fleet are fitted with Michelin tires.

SPECIALTY OPERATIONS

Earthmover ]

New products unveiled at the Intermat Show
Michelin showcéised its new Earthmover tire products at
Intermat (Internauonal civil engineering show) held in Pans
from April 24 to 29 20086, including:

- Michelin 445!95 R 25 X-Crane AT, the first ever asymetrlca!
crane lire. Designed for self-propelled cranes, the tire
combines all-terrain and road performance. With optimized
carcass and tread pattern design, it establishes gradual
ground contact and so reduces vibrations while traveling on
the road. It will outlast the previous generation by 20%.

- Michelin X. Super Terrain AD, for articulated dumpers
operaling on very ‘accidented terrain and Michelin X-Quarry S,
for rigid dumpers used in long cycles in quarries and smalt
mines. With enhanced resistance lo wear and greater
longevity, both new tires deliver productivity gains compared to
the previous generation of Michelin tires.

@ CHANES
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Michelin Twee! innovation receives gold medal at Intermat 2006

. { \
intermat’s board of experts awarded Michelin Tweel the Innovation gold medal for ' ‘
2006. The award is in recognition of Michelin's contribution to improving productivity i
and safety in the civil engineering sector.
Michelin Tweel had already received recognition in 2005: Time Magazine had
called it "One of Mosl Amazing Inventions of 2005" and the popular magazine
Science gave it the "Best of What's New Award” in the automotive technology category.

!
t

New Taurus Point 70 tire ‘ |

Taurus unveiled ifs new "Point 70" tire range specially des'igned for mid-range power units used in field and
breedmg applications. The 4 sizes available since February 2006 will be expanded with an addition of "
sizes by the end of the year.

With 10% longer footpnnt the new tire range offers added damp traction compared with "Point-8" standard
tires and reduces rutting, better Ppreserving sail and agronomic yield. Taurus Point 70's robustness also
delivers enhanced load bearing capacity compared with "Pomt 8" tires.

t |
* |
|
i '
|

I

New Michelin XMCL tire

Michelin Iaunche:d XMCL, a new tire developed for "Compact Line" loaders such as backhoes for civil |
engineering applications and telescopic handlers for agricultural applications. With 46% longer-life and with !
improved tread crown and sidewall perforation resistance up to 10% wversus Michelin XM27, the tire i
features numerotis customer benefits to help reduce costs and boost productivity.

In agricultural appllcatlons Michelin XMCL's new tire architecture delivers exceptional traction and stablllty
ensuring excellent driver safety. - ;

In building apphcatlons other key benefits are 50% more payload than Michelin XM27 plus very accurate
handling. b '
Michelin XMCL |s currently avaitable in 4 sizes: 460/70R24, 440/80R28, 340/80R18 and 480/80R26.
A turther 8 dimensions will be added to the range in Seplember 20086. 1




First-Half 2006 Earnings !

iTwo-wheel ! )
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1

Launch of Michelin Pilot Power 2CT motorcycle"tire

tn February 2008, Michelin presented Pilot Power 2CT to' 45 journalists of
all nationalities during the trial laps of the Moto GP circuit at Sepang in
Malaysia in the presence of World Champions Valentino Ressi and Colin
Edwards. |

This followed Iasti year's introduction of Michelin Power Race, the first road
application of dual-rubber technology, in fact designed for racing circuits.
With Michelin Pilat Power 2CT row leaving the race tracks, sports road
motorcycle fans will be able to mount dual-rubber tires on their bikes.

The Michelin Pllot Power 2CT tread features two types of rubber: stiff in the
middle, to take extreme stress due to speed, acceleration and breaking;
soft at the edges to deliver optimum grip when cornering.

Michelin Pilot Power 2CT is now available in Europe, Japan and South
America. Int the United States, launch is due in September 2006.

Road and VTT bicycles: Leisure and competition alike

2006 witnessed an expansion of the bicycle tire ranges. i
For road applications, a number of innovative products were launched: 1
- Michelin Krytion Carbon, the training" tire, features a reinforced tread for outstanding endurance and {
longevity, | '
- Michelin Lithion for experl amateurs features incredible cornering grip thanks to its double helical tread
pattern.

In VTT, Michelin XCR Dry2 (V1T X- Country World Champion with Julien Absalon), the range's |atest
addition, is a tire application for dry fast trails, benefitting from Dual Compound technology*.

Since the beginning of the year, all products have been available in North America, Eastern and Western
Europe, Japan and Asia Pacific.

* Dual Compound technology is a combination of soft rubber (at the surface of the tire, lo deliver optima!
grip) and stiff rubber deeper inside (for added knob stiffness and greater punciure resistance).

L)

Bicycle: Michelin Pro? Race Service Course avallable to
both professionals and the public

World  First: Michelin decided to distribute a limited edition
{30,000 tires) of |ts latest Michelin Pro2 Race Service Course bicycle
competition tire from the first UCI Pro Tour races of the 2006 season.
The limited series will be manufactured only once and available for
competition and commercial applications alike.

Michelin Pro2 Race Service Course delivers market-leading
performance criteria through a combination of wet grip, low rolling
resistance, puncture protection and mere 2059 of mass!

tr
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Michelin Lithion pack for cyclotourists '
In June 2008, Michelin introduced the Lithion pack lncludlng 2 Lithion 700X23C tires (with black and grey
stripes) and 2 butyl tubes. The Michelin Lithion tire is demgned specifically to meet the needs of cyclotourists.
With a double hélical tread pattern and a silica/rubber compound, it benefits from excellent grip in tough
conditions such as wet cornering. lts 80 TPI* supple carcass lends both comfort and endurance. With a
mass of only 230g, it ranks among the lightest tires of its category.

* TPI: Threads Per Inch: number of threads per inch in the fabric base of the carcass.

Europe: Michelin Junior Bike is all about road safety awareness

During the Michelin Junior Bike 2006 events, Michelin will offer more than 10,000 bicycle heimets to 4 to
11-year-old European children. Qver and above its fun and friendly nature, the event is designed to make
children and parents more aware of road safety issues. The most important safety measure is to ride with
proper head gear to ensure shock protection. In 2006, the Junior Bike event will be organized in 9 towns
across Europe.

2006: Michelin AIR X® radial aircraft tire 25" anniversary year

Michelin deveioped the first radial aircraft tire for the Dassault Mirage 11l fighter aircraft in 1981, and the first
commercial apphcatlon for Airbus A300, in 1983. Convinced by its cost-effectiveness (fuel efficiency, more
landings per lread low direct maintenance costs) and reliability (overload capability, improved cut
resistance), Boelng in turn adopted the radial tire technology for its Boeing 777 in 1995. Present today in
all markets (cornlrnerc:al and military, general and regional), Michelin's radial aircraft tire range includes
65 sizes. Future prospects for radial tires are bright for new aircraft development.
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ifravellPublications

Michelin's "Green Guide" collection rejuvenated

Celebrating its 80th anniversary in 2006, the Green Guide collection was
expanded and rejuvenated to remain the clear benchmark guide for each destination.
tn addition to traditional content (information-rich content such as tourist spot maps
and colorful maps, hotel address book, B&B, inns, etc.) the overall layout was
revamped for enhanced clarity with new pictograms and useful information such
as tips for every member of the family. The cover was also redesigned and
enriched with attractive visuals and summary contents information.

The collection has also been expanded with 5 new tiles: Pays Basqgue (the
Basque country}), Moscow-Saint Petersburg, Poland, The most beautiful islands off
the French coast and France sauvage (pristine landscapes of France).

' 2 ] .__[‘!mcnsum |

Michelin's First Tourist Guide for Europé in Chinese

On April 6 in Beijing, Michelin announced the launch of its first travel
guide to Europe in Chinese.

Praduced by a Franco-Chinese team in partnership with Guangxi
Normal University Press, the guide features the Chinese tourists’ 12
favorite' European countries: Austria, Belgium, France, Germany,
Italy, Luxemburg, Monaco, the Netherlands, Spain, Switzerland, the
United Kingdom and the Vatican.

2006 "Nos coups de Caeur France" and "Nos coups de Coeur
Italie” editions ‘

The 2006 editions of both guides, published on January 30, 2006, feature a new selection of affordable
guest houses and hotels. Chosen by Michelin's inspectors for their charm, authenticity and hospitality, 1,000
establishments in France and 340 in Haly offer great value for money to tourists looking for relaxation and
a friendly atmosphere!

¥

25" edition of the Michelin "Main Cities of Europe” Guide

For its 25th edition, the Michelin "Main Cmes of Europe” Guide was updated. Written in
English, the Guide is chiefly designed for travelmg professionals and tourists visiting Europe's
largest towns. With upwards of 1,520 hotels and 4,300 restaurants in the 37 largest towns
across 20 countries, some of which are not covered by a dedicated guide, such as the Czech
Republic, Hungary and Finland. The Main Cities of Europe Guide includes new sections and
a host of practical information and, for each town, a map that pinpoints the selected
restaurants.
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Michelin Guide New York City wins award

The Michelin Guide New York City 2006 was awarded the "World's Best® award
of the "Gourmand World Cookbook Awards” in the "Restaurant Guide” category.
New York City, Michelin's first guide for the United States, features some 500
restaurants (39 cf which are star-rated) and 50 hotels across New York's five
boroughs. As teslified by the hundreds of press articles referring to it worldwide,
American and foreign tourists alike appreciated the Guide, which sold 100,000*
copies in more than 100 countries. )

A Michelin Guide San Francisco & the Bay Area & Wine Country 2007 is due in QOctober 2006.

Michelin Guide ltaly: a starry half-century

In 2008, the Michelin Guide Naly celebrated its 50th anniversary. To mark the event, the Barilla Academy
hosted 226 star-rated chefs at its Parma head office on March 20, 2006. The Academy, Michelin and the
starred chefs signed a charter reiterating their commitment to promoting fine Halian cuisine.

Maps: New In 2006

Further to the success of the High-Resistance map of France published in 2005 (more than 250,000 copies
sold), Michelin adds two new titles to the collection: "Spain Portugal” and "Belgium Luxembourg", respectively
available since J'anuary and March 2008, The maps are printed on ultra-resistant Polyart paper to survwe
frequent rnanlpulatlons (even in rain) folding and tears along its folds.

Michelin also intrdduced six new maps in the NATIONAL range (Croatia, The Czech Republic, The Slovak
Republic, Norway, Sweden, Finland), and a new Road Atlas enriched with useful tourist information
(published at the end of 2005). . .

ViaMiEhaling

ViaMichelin enriches its personal navigation offering in Europe.

ViaMichelin's portable navigation device (PND) range is expanding. In March 2006, ViaMichelin introduced
ViaMichelin Navigation X-950T at the Hanover CeBIT show, Eurcpe's largest high-tech show. Equally
efficient, compact and light-weight as X-930, ViaMichelin' Navigation X-950T now delivers real-time traffic
information plus detailed tourist information from the Green Guides and Michelin's hotels and restaurants
Guides. The product is available in a pan-Eurapean version as well as by country.

ViaMichelin: Europe's leading travel website '

The www.ViaMichelin.com website keeps beating records, with more than 1 million daily hits. According to
a study by the Nielsen NetRatings* institute, the site is Europe's most popular travel website.

In addition to the route calculation service, the site's core offering. on-line hotel reservations and magazine
are also widely used.

* Source: Nielsen/Net Ratings, Mediametrie/NetRatings - Category Travel - Home&Work panel for France,
UK, Italy and Germany - Home panel for Spain - include Internet Appllcation
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' Michelin'Lifestyie’]

Extension of Michelin's Car Care Range in Europe

A new range of Michelin car care products was launched iri Europe
as part of Michellin Lifestyle's automotive accessories collection.
The extensive range features products that promote safety,
simplicity and effecaency The products, which offer the additional
benefit of being totally safe for the environment, include: .

- Wheel and tire care products: wheel and tire cleaner, tire shine ‘

and brake dust répellent i

- Car care prodmI ts for the exterior of vehicles: shampoo and polish

- Car care products for the interior of vehicles: plastic cleaner and fabric cleaner

- Glass care products for better V|5|b|I|ty while motering: glass cleaner and windscreen wash
- Hand cleaner )

Launch of Mlchelln Miniature Vehicies Collection in
France

Together with thé Spanish publishing Group Ediciones Altaya,
Michelin Lifestyle has launched a collectors’ series of miniature
replica vehicles of adverllsmg cars and vans used in Michelin's past
to promote the Company and its tires. Every two weeks a new
miniature vehicle is issued together with a magazine that gives
details on the vehicle together with a number of themes about
Michelin Group and its history. These are sold through over 30,000 .
newspaper stalls across France.

!

1

Wiper Blade Line Extended in the US
' !

A new range of Michelin Lifestyle wiper blades was taunched in the first half of 2008. The Michelin High

Performance blade and Michelin HydroEdge blade are fast establishing themselves as category leaders in

the US. With strong retait listings and more coming, furlher new lines are being developed to differentiate

the offer among ratailers. The wiper blades complements further Michelin automotive accessories including

car mats, inflation and pressure monitoring accessories and lifting equipment.
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COMMUNICATION

Bibendum at the heart of Michelin's advertising in Europe

After several years of absence, Bibendum returns to the central place in Michelin's adverlising through a
multimedia campalign launched at the end of January 2006 that will last throughout the year. Graphic art
design now represents Bibendum in 3D with a more human shape. He has become the Group's ideal
spokesman who explains the individual benefits of M:chelln tires and services for drivers as well as the
collective benefits for society at large.

The campaign underpins the Group's corporate baseline "Michelin, a better way forward™ launched in May
2004. It highlights Michelin's commitment to better mobility and efficient, responsible development of its
operations.

i
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PERFORMANCE AND RESPONSIBILITY

2005 Michelin Performance and Responsibility Report Update.

Following the 2003-2004 Michelin Performance and Resf.)onsibilily Report,
Michelin published the 2005 Michelin Performance and Responsibility

Report Update* in May 2006.

In 2005, progress concerned in particular:

contributic:n to sustainable
mobility, responsible performance of our products and services, quality of
work life at our sites, diversity, community refations, company risk
management, environmental management of our siles, environmental

impact of tire use and recycling of end-of-life tires.

Go fo 'Sustainable Mobility' or 'Finance’

Challenge Bibendum 2006

GiiCau i THELABLE PONT 3
racibAG radeni ¢ cowasDs susTAil
:  TPARIS < JUIN 20

fye auAasis)
LHEEMOFIITE ]

The document can be downloaded from: www.michelin.com

|

As a prelude to the 8th Challenge Bibendum,
!VIiche!in published the results of a study* an
sustainable road mobility, which was carried out
in partnership with the opinion survey institute

LH2 in 5 countries - China, France, Germany,

Japan and the United States:

“fewer than 20% of people interviewed had heard
about sustainable road mobility

Hfor 1 person out of 2 interviewed, sustainable
road mobility is above all more respectful of the
environment.

. The full study is available on request from
Michelin Press Department,

tel. - +33 1 45 66 22 22

Challenge Bibendum 2006 was held in Paris from
June 8 to June 12. It was dedicated to Edouard
Michelin, who from 1998 on had supported this
unique event entirely devoted to sustainable road
mobility.

More than 2,500 participants representing around
100 organizations (industry, institutions, NGOs ...)
were present and were able to test the 150
vehicles that came specially for the Challenge, to
attend demonstrations, to visit the technological
exhibition center and to attend the presentations
of the conclusions of round tables held on the
three main sustainable mobility themes: the
energy challenge for tomomrow's road transport,
advanced technologies at the service of
increasingly urban road mobility, and the role
played by technology in the field of road safety.

.
'
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Shell Eco-Marathon 2006

The 22nd Shell Eco Marathen took place on the Nogaro circuit from May 19 to 21 2006. The aim of the
competition, reserved for schools,'high schools, universities and other European training organizations, is
to burn as little fuel as possible at a fixed speed of 30 km/h.

With a result of 2,885 kmiiter, the ethanol-powered prototype from the Lycée la Joliverie in Saint-Sébastien-sur-Loire,
France, won first prize, just in front of 3 fuel-cell prototypes. However, the record set by the Swiss Institute
of Technology, Zurich, in 2005 (3,886 km/liter) still remains unbeaten. '
We must not forget the world record for distance covered by a biofuel-powered engine set by the Lycée
technologique Marcel-Callo in Redon, France. With one liter of a colza-based biodiesel they covered
1,381 km.

The Michelin stand at the Geneva car show dedicated to 'Mobility and Ecology’

b
The 76th international car show held in Geneva from February 28 to March 12 2006 was quite an event: for
the first time, there were no tires on display on the Michelin booth during the days reserved for the press,
from February 28 to March 1st. Indeed Michelin decided to concentrate its efforts on a single message: the
role of tires in reducing fuel consumption and pollution.  ;
Tire rolling resistance accounts for around 20% of a vehicle's fuel consumption. That means 1 full tank out
of every 5. Michelin therefore wants to promote use of 'gréen tires', which deliver reduced rolling resistance.
Exclusive use of them would save 6 billion liters of fuel per year in Europe alone Greenhouse gas
emissions would also fall by 15 million tonnes per year.

Respect for the envircnment: a preoccupation shared by 11 tire manufacturers

The big names in the tire industry decided to poo! their efforts in order to assess the possible impacl of their
products on the environment. Studies will be carried out in the framework of the World Business Council for
Sustainable Deve!opment (WBCSD). Eleven tire manufacturers will take part: Bridgestone, Confinental,
Cooper, Goodyear Hankook, Kumho, Michelin, Pirelli, Sumitomo, Toyo and Yokohama.

In 2008, those studies will focus on tire components, their lmpact on health and the environment and on the
behawor of particies generated by normal tire use and wear

“PMICHELIN
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FINANCE

France: Michelin sold its stake in Peugeot SA

Michelin Group sold the balance of its Peugeot SA holdings, held through its Pardevi subsidiary. The

transaction, which amounted to EUR138million, concerned 2,826,000 shares accounting for 1.20% of

Peugeot SA's {(FSA) capital. The net capital gain after tax, recorded in 2006 accounts, will amount to
3

EUR105million,

Price increases

. . . . . ! . - .
In order to offset continued raw material price increases, since November 2005, Michelin announced

i

1

successive waves of price increases for the year 2006:

Passenger car and Light truck

Truck

Specialty

s Up to 8% for RT from Feb 1 in
the USA and March 1 in Canada
¢+ 5% on average in Japan for
Michelin “and BFGoodrich
brands effective Feb 1

o Up to 3.5% in Eurape, effective
1st half 2006

o Up to 5% in the United States
(RT) from Aug 1

o + 3% in the USA effective
Oct 2, 2006

o+ 4-7% in the United States
(RT) from Feb 1

e + 7% on average'in Japan for
the Michelin brand (effective
Feb 1)

e up to 4% in Evrope, effeclive
1st half 2006 ‘

# Up to 5% in the United States
(RT) from Aug 1 for the Michelin
and BFGoodrich brands

e 4% for retread products sold
by Michelin Retread Technologies
in the United States, effective
June 1 .

s between 3 and 5% for new and
retread tires, in Eurc:)pe. effective
as of summer 2006

'

# + 8% on average for Michelin-
branded RT Earthmgver in NA
(effective Jan 1) .
e+ 10% for Earthmover in Japan
{from Feb 1)

« Up fo 6% for Earthmover in
Europe, since end of December
2005

e + 3 to 7% on average for
Agricultural {RT) in NA (effective
Jan 1} and up to 4% in Europe
effective first-half 2006

o+ 6% for Aircraft (effective Jan 1)
o 4% for Earthmaver tires (RT)
in the United States, Canada
and Mexico, effective July 1

& 2.5% on average (RT) in
Canada and the United States,
effective July 1

e between 3 and 5% for
Earthmover tires in Europe,
effective as of Summer 2006

e + 4 to 6% on average for
Michelin two-wheel tires, tubes
and accessories, in the United
Stales and Canada, effective
Sept.1
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Michelin's website rewarded by Boursoscan

|
Michelin's website came second in the "financial communication”
category of this year's "Boursoscan Grand Frix™ (created in 2000),
whose resulls were published in June. This year, the "online" financial
communication evaluation criteria for listed companies were more
stringent. In all, 95 websiles were rated this year with 7,000 Boursorama
netsurfers participating. |
Websites were shown to have a direct impact on equity purchases for
68% of netsurfer shareholders. ,

1

i

¢ P vt

‘BOUrSOSCan -
o Edition-2006.-

Michelin's individual shareholder services rewarded by Journal des Finances

In June 2006, Mj‘chelin was awarded Journal des Finances' 3rd prize based on the newspaper's 2006

annual survey of CAC 40 index companies for quality of shareholder service.

A number of survey criteria were used to measure the relative usefulness of services offered to individual
shareholders, including: portfolio management costs, brokerage fees, efficiency and reactivity of
shareholder-dedicated hotlines, website userfriendliness, ‘quality and availability of information, etc.
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MICHELIN AND ITS SHAREHOLDERS

Joint Shareholders Meeting of May 12, 2006 !

The Joint Shareholders Meeting was held at Clermont-Ferrand on First Call with 1,650 Shareholders
attending on May 12, 2006, under the chairmanship of Mr.'Edouard Michelin, who died tragically on May 26.
The Shareholders present, represented or who had votéd by mail, held 54% or so of the voling shares
among them. All resolutions were approved by a wide majority. These included EUR1.35 dividend payout
per share, up 8% on last year, and the resolution approving the retirement of Mr. René Zingrafl. One of the
keynote evenls of the 2006 Shareholders Meeting was the warm speech by Mr. Edouard Michelin thanking
Mr. Zingraff for his brilliant contribution to Group operations throughout his 40 years of service, 20 of which
were spent as Joint Managing Partner. He described his carrier and paid tribute to his personnality as a
manager always close to the field and who contributed to shaping and growing the men and women who
are Michelin's greatest wealth. His departure had been prepared for by the Annual Shareholders Meeting of
May 20, 2005, when Mr. Michel Rollier was appointed Joint Managing Partner.

For Shareholders to gain further insight into their Company's life, two presentations were made at the
Meeting. Both ref]ecled the Group's respect for facts, one of its 5 core values, and the professionalism and
passion of Michelin's teams. The first, by Mr. Pierre Dupasquier, described Micheiin's commitment to
Competition, the second described the tire tests and trials underpinning product innovation.

! Fwi L 1|
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\ | SIEHMETS

First edition of the Shareholder's Guide

Michelin Group confirmed its commitment to ever closer Shareholder
relations with publication in 2006 of its first Shareholder's Guide,
which was distributed at the Annual Shareholders Meeting. Featuring
an original format, it was designed to meet individual Shareholders’
needs for straightforward and. practical content. The Guide provides
information on Group operations, basic values and financial
performance, the Individual Shareholder Relations Department, the
Michelin share and the role played by Shareholders.

Michelin's Shareholder Advisory Committee

The agenda of the Shareholders’ Advisory Committee’s meeting of March 30, 2006 included, among other

things, the themes to be reviewed al the Annual Shareholders Meeting and the Shareholder's Guide.

s
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SEC FILE #82-333
Page 1 of |

Translation of French Text published in the
Bulletin Des Annonces Legales Obligatoires ("BALO") on August 2, 2006

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

Partnership limited by shares with capital of 286,7186,5 50 Euros
Registered Office: 12, cours Sablon, 6300 Clermont-Ferrand
855 200 887 R.C.S. Clermont-Ferrand

CONSOLIDATED SALES (NET OF TAXES)

t

(in millions of Euros)

20006 2005
From January 1 through March 31 3,980 3,610
From January 1 through June 30 8,023 7,490




- SEC File #82-3354
Page 1 of 14

Translation of French Text published in the
Bullefm Des Annonces Legales Obhgmozres ("BALO") on August 4, 2006

|

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

|
i

Partnership limited by shares with capital of 286,775,250 Euros
Registered Office: 12, cours Sablon — 63000 Clermont-Ferrand
855 200 887 R.C.S. Clermont-Ferrand

Consolidated Financial Statements at June 30, 2006.
Interim Report - First Half 2006 Consolidated Financial Statements.

Statutory Auditors' Review Report on Interim Firancial Information for 2006.
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+  SECFile #82-3354
Page 2 of 14

CONSOLIDATED INCOME STATEMENT '

: Note Six months ended
{in EUR million, except per shaze data) . 30 June 2005
Sales 3 7,490
Cost of sales ] (5,104)
Gross profit ! 2,386
Sales and marketing expenses (847)
Research and development expenses ! (289)
General and administrative expenses , {510)
Other gperating income and expenses {53)
Qperating income befoere nen-recurring income and expenses 3 687
Non-recurring income and expenses 3 -
Operating income i 687
Finance cosis - net 5 (135)
_Share of profit{lass) from associates ! 4
Income before taxes 556
Income tax (170}
Net income 386
s Aftibutable to Shareholders 388
= Aftributable to non-controlling interests {3
Earnings per share (in euros) . B
*  Basic 2.68
»  Diluted 267
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SEC File #82-3354
Page 3 of 14

CONSOLIDATED BALANCE SHEET

. 5 As at
{in EUR million) 31 December 2005
Goodwill t 444
Other intangible assets 192
Property, plant and equipment (PP&E} ‘ 6577
Non-current financial assets and cther assets : 435
Investments in associates and joint ventures 50
Deferred tax assels 1,227
Non-current assets 8925
Inventories 3225
Trade receivables 3273
Cument financial assets 229
Cther cument assets 618
Cash and cash equivalents 811
Current assets 7,956
TOTAL ASSETS 16,881
Share capital 287
Share premiums 1,845
Reserves ' 2,379
Nen-controlling interests 16
Total equity 4,527
Non-current financial liabiiities 3,092
Employee benefits 3,049
Provisions and other non-current liabilities 801
Deferred tax liabilities 71
Non-current liabilities 7,013
Current financial liabiliies - 1647
Trade payables 1,792
Cther current liabilities 1,802
Current liabilities 5341
TOTAL LIABILITIES AND EQUITY 16,881
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SEC File #82-3354
Page 4 of 14

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

{in EUR million)

Total as at 31 December 2004

{mplementation of IAS 32 and 1AS 39

Total as at 1 January 2005

Change in fair value

avaifable-for-sale investments

- unrealised gain/(loss)

Cost of service on share option

schemes

Dividend paymenls

Net income

Curmency transtation differences

and other

Total as at 30 June 2005

Change In fair vatue of

available-for-sale investmenis

- unrealised gain/{loss)

Cost of service on share option

schemes.

Dividend payments

Net income

Currency transtation differences

and other

Total as at 31 December 2005

Change in fair value of

available-for-sale investments

- unrealised gain/(loss)

- gain/{loss) recognized in income
slatement

Cost of service on share option

schemes

Dividend payments

Netincome

Curmrency translation differences -

and other

Total as at 30 June 2006
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CONSOLIDATED CASH FLOW STATEMENT
Six months ended
(in EUR million} 30 June 2005
Netincome 386
EBITDA adjustments

= Finance costs - net 135

*  Income tax 170

»  Amortization, deprectation and impairment of intangible assets 35

and PPEE '

v Share of loss/(profit) from associates : 4
EBITDA ' 1,082
Non-cash other income and expenses ! N
Change in provisions for risks and charges ‘ {122)
Net finance costs paid {176}
income tax paid (117
Change in value of working capital, net of impairments {682)
Cash flows from operating activitles (22}
Purchases of intangible assets and PP&E ! (531
Praceads from sale of intangible assets and PP&E a5
Acquisitions of consclidated sharehcldings, net of cash acquired {12)
Proceeds from sale of consolidated shareholdings, net of cash disposed 4
Purchases of other shareholdings {2}
Proceeds from sale of other shareholdings 1
Change in value of other financial assets N
Cash fiows from investing activities {526}
Proceeds from issuance of shares -
Proceeds from increase of non-controlling interests in the share capital 14
of subsidiaries
Proceeds from sale of treasury shares -
Dividends paid to Sharehoiders (179)
Dividends paid to non-controlling interests of subsidiaries {35)
Gther distributions {6)
Change in value of finangial liabilities {492)
Other 5

~Cash Rows from financing activities c— - - {693)
Effect of the change of currency rates 23
Increase {decrease) of cash and cash equivalents (1,218)

i
Cash and cash equivalents as at 1 January ‘ 1,655

Cash and cash equivalents as at 30 June

47
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NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Compagnie Générale des Etablissements Michelin ("CGEM" or the *Company’) is a company incorporated in Clermont-Ferrand
{France).

The condensed consolidated interim financial statements of the Campany for the six months ended 30 June 2006 comprise the
Company, all its subsidiaries, associates and joint ventures (the “Group®}. -

These condensed consolidated interim financial statemnents have been authnnzed for issue by the Supenisory Board on 27 July 2006.

Except as otherwise stated, all amounts are presented in EUR million.

2. BASIS OF PREPARATION '

Statement of compliance '

These condensed consolidated interim financial statements of the Company have been prepared in accordance with 1AS 34 - Interim
Financial Reporting. They' do not include all of the information required for fult annual financial statements, and should be read in
conjunction with the Group consofidated financial statements for the year ended 31 December 2005.

Accountlng policles

*

The accounting policies applied in these condensed consalidated interim financtal statements are consistent with those applied by the
Company in its consolidated financial statéments for the year ended 31 December 2005.
In particular, new FRS standards and IFRIC interpretations as adopted by EU for periods beginning from 1 January 2006 have been

" applied by the Company and have not led to any significant changes in measurement and presentation.

¥

The Company has not anticipated the implementation of any standards andI interpretaticns which are not mandatory in 2006,

*

Critical accounting estimates and assumptions P

The preparation of the consolidated interim financial statements in canformity with |AS 34 requires management to make judgments,
assumptions and estimates that affect the appiication of accounting: policies and the reported amounts of assets and liabilities at the

- balance sheet date and the amount of income and expenses for the repomng period. Actual results may differ from !hese estimates.

Change in the scope of consolidation '

The acquisitions or divestments ‘of the period did not have any s:gmﬁcant effect on the condensed consolidated interim financial
statements. !

' .
An agreement was disclosed on 4 May 2006 to exchange the Nigeran Group companies involved in the rubber tree business for a
20 % stake in the company Société Intemationale de Plantations d'Hévéas listed on Paris stock exchange. it will enter into effect after
the approval by SIPH shareholders, which is expected in the second half of 2006. The impact on the 2006 Group net assets, cash flows

and eamings is not expected to be significant. i

Seasonality

Usualfly the Group shows net cash outflows during the first half of the year :tnainry due to:
— higher working capital needs,
— dividends.
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3. CONDENSED SEGMENT REPORTING

Business segments {in EUR million}

Six months ended 30 June 2006

Income statement information SR1 SR2
i

Sales 4,367 2,627

Operating income before non-recurring income and expenses 348 145

in percentage of sales o B0% 5.5%

Six months ended 30 June 2005

income statement information SR1 SR2
Sales 4,063 2,416
Operating income before non-recurring income and expenses - 389 205
In percentage of sales  * '96% 8.5%

* Reporting Segment 1:  Passenger Car and Light Truck tires and related distribution activities.

*  Reporting Segment 2:  Truck tires and related distribution activities.

= Reporting Segment3:  The other activities incuding speciality tires, earthmover and agricultural, aircraft tires, 2 wheels, maps
and guides, ViaMichelin, Michelin LifeStyle and other sales.

I

Geographical segments {in EUR million)

Six months ended 36 June 2006 i

Eurcpe  North America Other zones  GROUP.TOTALY]
Sales o 3914 2503

1

Six months ended 30 June 2005

_ L — Europe  North America
Sales 3854, 2510

4. NON-RECURRING INCOME AND EXPENSES

BFGoodrich Tire Manufacturing, a business of Michelin North America (Canada) Inc., announced en 2 Febryary 2006 that it will close

its facility located in Kitchener, Ontario. Manufacturing operations will continue until 22 Juty 2606. The company will shift production to
. other BFGoodrich Tire Manufacturing facifities in North America.

The provision of EUR 160 million covers:

— severance Costs, f
— medical benefits and other social costs,

— pension and pos! retirement costs,

— plant and equipment impaiments.
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5. FINANCE COSTS - NET
The two compenents of the net finance costs are broken down in the table below:
Six months ended
{in EUR milfion) 30 June 2005
Cost of net debt
Gross financing expenses {164}
Interest income from cash and cash equivalents 14
{150}
Other financial income and expenses
Net income from financial assets (other than cash and cash equivalents)
Interest income 10
Result on disposal of available-for-sale financial assets (1)
Impairment {&)
Dividend income 5
12
Expense from unwinding the discount of pruwsmns (2)
Miscellaneous 5
15
Finance costs - net {1315)

The resuit on disposal of available-for-sale financial assets essentially indludes a realized gain of EUR 118 million from the sale of the
2,826,000 shares of Peugeot SA as wel as a charge of EUR 4 million relating to the cost of the underying hedging instruments.

6. EARNINGS PER SHARE
Components of the basic and diluted eamings per share calculations are prgsented in the table below.

sfgSlx months ended Six months ended

2 ne 30 June 2005

Net income (EUR million), excluding the non-contrefling interest ! 389

- less, propesitions of attributions to General Pariners {5

= Netincome atiributable fo Shareholders used in the calculation of both basic - e

and diluted eamings per share 384
Weighted average number of shares {millions of shares) ottstanding used
in the cafculation of basic eamings per share 143
- plus, adjustment for share options : t
Weighted average number of shares used in the calculation of diluted eamings per
share 144
Eamnings per share (euros per share}’
- basic . 268
- diluted 2,67
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The total authorized number of ordinary shares is 143,393,275 shares (31 December 2005: 143,387,625 shares) with a par value of

EUR 2 per share (2005: EUR 2 per share).
The increase is due to the exercise of options granted to Group employees.

Dividend paid to the shareholders during the period is ELR 1.35 per share. Total amount paid is EUR 194 million.

8. FINANCIAL LIABILITIES

The camying amount of the financial liabilities is detailed in the table below.

As at
{in EUR million} 5 31 December 2005

Long-tarm ' :
Bonds 1,472
Loans from financial institutions and other 1,348
Obligations under finance feases 2712
, 3,002

Short-term
Bonds 305
Loans from financial intitutions and othes 820
Okligations under finance leases 35
Derivative instruments ! 19
Bank overdrafts 468
1,647
Tetal financial liabilities 4,739
The Greup net debt is presented in the table befow.

As at
{in EUR million) 31 December 2005
Financial liabilities 4,739
Derivative assets {45)
Cash and cash equivalents {811}
Net debt 4,083

The decrease in bonds is due to the repayment of the remaining EUR 305 million of the February 2006 bends issued by the Company.

On 11 July 2006, the Company issued a Commercial Paper program of a maximum ameunt of EUR 1 billion. This program will enable
the Group to have direct access {o the financial markets for its short term refinancing needs, thus improving the cost and size of its cash

resources.

9. SHARE OPTION PLANS

The assumptions used for the valuaticn of the share options granted in the first haif of 2006 are as follows:

Grant date

Number of options

Weighted average share piice (euros per share}

Exercise price (suros per sharg)

Volatility

Risk free interest rate

Market value of the option at grant date {euros per option)

15 May 2006
136,760
57.15

§8.00

30.84 %
351 %
10.02

The maximum gain allowed is imited to 100 % of the exercise price.
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10. PROVISIONS

3
Movements of provisiohs during the first half of 2006 are as follows: !
¥

{in EUR million) Restructuring Litigation  Qther provisions
At 1 January ] 286 32 16
Additional provisions . 177 12 19
Utilized during the year ' (78 (12) (22)
Unused amounts reversed (1 - .
Currency transtation effects , @ . {1 2
Change in scope of consclidation . - - -
Other effects 3 12 (33)
At 30 June . 385 4 178

]
The increase in the restructuring provisions mainly comes from the EUR 169 million of non-recurrent items detailed in note 4.

11. DETAILS OF THE CASH FLOW STATEMENT !

Details of the cash flow statement are presented in the table below:

Six months ended
{in EUR milicn) 30 June 2005
Nen-cash other income and expenses
Result on disposal of non-financial assets (1}
Other (6)
Net finance costs paid . !
Interests paid and other finangial expenses ' (216}
Interests received and other financial income 35
Dividends received I 5
Change in value of working capital, net of impairment
Change in inventory { (352)
Change in trade receivables \ {207)
Change in other receivables and payables (123)
Purchase of intangible assets and PP&E
Purchase of intangible assets {30}
Purchase of PP&E (465}
Investment grants received . ' -
Change in capital expenditures warking capital (42}
Change in value of other current and non-current financial assets
Increase of other non-current financial assets (32)
Decrease of other non-current financial assets 20
Net change of the other current financial assets 5
Change in value of current and non-current financial liabilites
Increase of non-current financial liabiities 120
- Decrease of non-current financial liabilities {692)
Finance lease debt repayments - (104)
Net increase / (decrease) of current financial liabiliies 33
Derivatives 151

Detal! of the non cash transactions:
»  Financiat lease ) -
*  Non-confroling interest purchase commitments (30 150



First-Half 2006 Earnings

SEC File #82-3354
Page i1 of 14

12, COMMITMENTS AND CONTINGENCIES

Canadian pension litigation: in June 2005, a group of Michelin pension fund beneficiaries in Canada started legal action against the
Canadian subsidiary of the Group, aimed at forcing the [atter to pay a face value of 350 million Canadian dollars to said fund. Michelin
Canada believes that the Company is entitled {o reduce, or not make some of its annual contributions, due to excess capital generated
by the management of the defined contribution plan, up to the above-mentioned amaunt.

At this stage in the proceedings and on account of its prospective success in this dispute, the Group deems it unnecessary to make a
provision in this respect.
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Interlm report '
First Half 2006 Consolidated Financial Statements

In an environment marked by extremely different tire markets worldwide, consolidated net
sales amounted to EURS8.02 billion, versus EUR7.49 billion for the first half 2005. The 7.1%
increasc resu[ts from the followmg factors:

-+ 2.7 % positive impact of exchange rates,

-+ 0.9 % positive volume impact,

-+ 4.0% positive price-mix and sales-mix impact,
- -0.6% negative scope impact. '

Group operating income before non-recurring items amounted to EUR645 million, versus
EURG687 in the first half 2005. The EUR42 million reduction mainly results from the
following factors:
- astrong degradation in North American markets,
- asharp increase in raw material, energy and :transportation costs.
In this environment, the Group was able to limit the drop in operating income before non-
recurring items thanks to further sales mix improvements, price increases sticking and an
increased control of selling and administrative and research costs. Non-recurring expenses
amounted to EUR160 million and were incurred in connection with closure of the Uniroyal
Goodrich Kitchener plant (Canada). '

|
Overall operating result amounted to EUR485 m:illion as compared with EUR687 million for
the same period in 2005. '

Financial result was negative at EUR35 million versus a negative EUR135 million for the
same period in 2005. The following factors account for this improvement:

- +EURI118 million capital gain from the sale ofPeugeot SA shares,
- higher interest expenses mainly due to an increase in Group debt.

Overali, consoliaated net profit amounted to EUR277 million versus EUR386 million for the
same period last year. '

Corﬁpagnie Générale des Etablissements Michelin corporate accounts for the first half 2006

show net sales of EUR205.9 million as compared to EUR195.9 million for the first half 2005.

This corresponds to royalties collected from liceljsed companies in the period, which are

* recognized as expenses in their financial statements and thus eliminated in consolidation
operations. Current result before tax amounts to EUR211.9 million compared to EUR202.1
million in the first half 2005, Net result for the year -half amounts to EUR208.6 million
versus EUR196.7 million one year before.




SEC File #82-3354
Compagnie Générale des Etablissements Michelin Page 13 of 14
Société en commandite par actions
au capital de 286 786 550 euros

Sidge social ; 12, cours Sablon
63040 CLERMONT-FERRAND

— STATUTORY AUDITORS' REVIEW REPORT ON
iINTERIM FINANCIAL INFORMATION FQOR 2006

This is a free translation into English of the Statutory Auditors® review report issued in French and is provided solely
Jor the convenience of English speaking readers. This report should be read in conjunction with, and construed in
accordance with, French law and professional auditing standards applicable in France.

To the shareholders,

In our capacity as Statutory Auditors and in accordance with the requirements of

article L. 232-7 of the French Commercial Code (Code de commierce), we have reviewed
- the accompanying condensed consolidated interim financial statements of Compagnie

Générale des Etablissments Michelin for the period from January 1 to June 30, 2006,

and verified the information given in the interim management report.

t

These condensed consolidated interim financial statements are the responsibility of the

Managing Partner. Qur role is to report our conclusions on these financial statements

based on our review.

We conducted our review in accordance with professional standards applicable in
France. A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with professional standards applicable in France and
consequently does not enable us to obtain assurance that all material matters have been
identified. Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that
the accompanying condensed consolidated interim financial statements are not
prepared, in all material respects, in accordance with IAS 34 - Interim Financial
Reporting, as adopted by the European Union.
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Société en commandile gar actions ‘
au capital de 286 786 550 euros

Siége social : 12, cours Sablon
63040 CLERMONT-FERRAND

STATUTORY AUDITORS” REVIEW REPORT ON
INTERIM FINANCIAL INFORMATION FOR 2006

In accordance with professional standards applicable in France, we have also verified
the information given in the interim management report accompanying the condensed
consolidated interim financial statements subject to our review.

We have no matters to report as to its fair presentation and consistency with the
condensed consolidated interim financial statements.

Neuilly and Paris, July 27, 2006
PricewaterhouseCoopers Audit Corevise
Christian MARCELLIN Stéphane MARIE

Commissaires aux Comptes
Membres des Compagnics Régionales de Versailles et de Paris
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SePTEMBER 2006 i )
Dear Madam, Dear Sir,

Dear Shareholder;

His memory lives on among us all today, and we nurture the desire to continue
the successful work he began,

The Company’s first half earnings for 2006 are confirmation of our ability to handle
the highly inflationary environment of raw material prices. This is the fourth year in
a row that raw material prices have increased, incurring in the first half of this year
alone an additional cost of 352 miltion Euros for the Group. It is in this context that
Michelin has continued to reduce its expenses, and offset in part the rise in raw
material costs by increasing sales prices.

8 The operating margin before non-recurring items is 8%. Our Truck Tire activities in
particular have been affected by the rising cost of natural rubber and by the unfavorable
environment in the North-American replacement markets. The combined effect of these two
factors produced a significant decrease in the profitability of this activity.

On the other hand, | should like to emphasize the outstanding performance of our Speciaity
activities which have reached the highest level of profitability within the Group. Innovation
and quality in both our products and our services are the major building blocks on which
these activities have significantly improved over the fast few years, and we have every
intention of doing even better.

For two and a half years now, the expenses incurred by the repeated rising costs of raw
materials have imposed a burden of more than one billion Euros on Michelin. The difficulty
involved in completely offsetting this tendency makes it even more important to gear up
as rapidly as possible the productivity-enhancement and cost-reduction programs which
have already been set in motion. Our teams at Michelin are fully aware of what is at stake
and of the effort required. I have the utmost confidence in their ability to succeed.

Simuitaneously, Michelin intends to cbntfnue its course along the avenue of innovation,
of which “Michelin Durable Technologies” is an inspiring example. This approach clearly
illustrates your Company’s stamina and willpower to consistently research and develop
customer added value.

Thank you for your trust.

Michel Rollier

]

S

\MICHELIN

A better way forward

r\hm.«q
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First haif 2006 earnings:
In spite of unprecedented inflation in raw material costs,
Michelin generates an operating margin
before non-recurring items of 8%.

Net sales increased by 7.1%

7 Sales volumes were up by 0.9 %;

{71 The. price-mix effect once again rose significantly by 4% but it did not allow in the first
half year for the full compensation of the still substantially negative impact of
raw materials, energy and transportation costs;

7 Net income was down 28.2%, primarily because of the restructuring charges for the
ciosing of the BFGoodrich plant in Kitchener (Canada).

Simplified income statement

- " [, I

In EUR million (IFRS) | As szala';e 30,. 2006 / 2005 change

Consolidated net sales I k +7.1%

At constant scope and exchange rates +4.9%

Sales volumes | +0.9%

Operating margin L

before non-recurring items 8% . -1.2pt
~Net income | 2769 - 28.2%

*Consolidated financial statements ending June 30, 2006, have heen prepared in accordance with the rules and methods of the international accounting
standards (International Financial Reporting Standard — IFRS) , ' ' !

Net sales up by 7.1% " American replacement markets, in Passenger

Car/Light Truck as well as in Truck;
~In generally well oriented European tire markets

but bearish American replacement markets, Group ' ‘ H :
net sales rose by 7.1% year-over-year (+4.3% GfOLIp Operatmg margin before

at constant exchange rates), under the following non-recurr iﬂg items was 8%

key factors: . o
Compared to the first half of 2005, it is down by

1.2 points. At EUR 645 million, operating income
-before non-recurring items was down 6.2%.

@ Positive price-mix impact (+4%), at constant
exchange rates. This is largely the consequence
of the Group’s ongoing policy which aims at

increasing its selling prices in order to compensate Once more Michelin operated this semester in
for the negative effect of higher raw material costs. . a particularly unfavorable environment due to raw
The mix, brand and market segments continued material costs, which rose again by more than 20%
to get richer; " year-over-year, representing an additional cost of

. EUR 352 miliion. In only 30 months, the Group had
* to absorb more than EUR 1 billion of additional costs.
In the first half, energy and transportation costs
increased too, generating another EUR 62 million of
" extra costs.

® Positive impact (+2.7%) of exchange rates;

@ Positive volume impact (+0.9%), primarily
related to the Group's performance in Passenger
Car/Light Truck tires in Europe, the success of the
strategy implemented in Asia. On the other hand,
the Group was affected by the weakness in North - ' Despite a price-mix effect maintained at a high




level (+4%), a continued increase in productivity
and controlled general expenses, Michelin was not
able, in the first half of 20086, to fully compensate
for the unprecedented evolution of its external
COsts.

Net income is down 28.2%
to EUR 276.9 miilion

The EUR 109 million dectine in net income
compared to the first haif 2005 can be explained
as follows:

® The decrease in the operating income before
non-reéurring items of EUR 42 million;

@ The restructuring charge for the closing of

the BFGoodrich plant in Kitchener (Canada) for

EUR 160 miillion;

® The financial income rose by EUR 100 million,
correspanding to capital gain from the sale,
in February 20086, of the Group's remaining stake
in Peugeot SA.

An enhanced financial
structure

The Group's financial structure improved compared
to June 30, 2005, with shareholders’ equity
increasing more rapidly than financial debt.
The gearing ratio was 104% at June 30, 2006,
a 10 point improvement compared to the situation
on June 30, 2005.

Despite lower operating income, free cash flow
improved, supported by good management
of working capital requirement {very sharp
reduction of the change in customer receivables
and management of inventory) and investment
ctash balance improved by EUR 75 million.

During the first half of the year, net financial debt
rose by EUR 430 million, because of the following
elements:

@ Financing of the negative free cash flow
{(+EUR 413 million);

® Dividend payment in May 2006 (+EUR 204
million);

® Impact of exchange rate fluctuations on debt
for ~EUR 150 million. In particular, this is related

to the depreciation of the US dollar versus the euro
between January 1 and June 30, 2006.

et o st o i o i a3 e

P
' Outlook for 2606

!
|
|

! Amerlcan replacemenl markets should remain .

. depressed, whereas in Europe; these markets should

be reiatively robust, supparted,-in particutar,

“'by.Eastern Europe. Truck Original Equipment
i~ markets shiould remain dynamic, with acceleration

in".North America, in anticipation of. the

:mp!ementatlon of new emlssmn standards.

# Michelin-believes that the escalation in raw
matenal costs could affect: the -Group's. atcounts
ih-the:second half; w1th the increase totaling 23%
for 2006 representlng an add:tmnal cost of

- EUR: 800 million. New- pnce mcreases have been

ann_ounce_d to become. éffective in the second
semester in order to limit, as;much-as-possibie,
the negatlve effects of these headwinds.

. Given the current environment and the Ilkellness
of a further hike in raw-material and- energy caosts,

~Michelin's operating margin-before non-recurring

-~ items-should:be close to 8% in fiscal 2006.

File #82-3354
Page 3 of 8

Segment information

. SR1 (Passenger Car/Light Truck

and related distribution activities)

Replacement markets differed greatly from one

; continent to another. tn Europe, markets enjoyed

robust growth; North American markets fell
significantly, because of the strong impact of

©increase in the price of gas, whereas markets
" in emerging countries were on a dynamic upward

trend. The group recorded satisfactory sales in
its premium brands, maintaining market share in
North America and gaining market share in summer
as well as winter tires on the European market,
In Asia, the Group returned a very satisfactory level
of aclivity during the first half of the year, recording

"a two-figure growth in its sales figure.

Original equipment markets globally showed a
fall in sales for the Group, reflecting not only the
trend in market share for its main customers, but
also a change in the mix of vehicles manufactured
in North America where sports and leisure cars
{(4X4 and SUV) were down in relative terms, to the



advantage of smaller vehicles, a segment where
Michelin is less present.

The operating margin of this sector is down by
8%. that is a 1.6 point drop compared to the first
half of 2005. This is due to the following:

@ A significant rise in the price of raw materials
partially offset by hikes in Reptacement prices but
not in Original Equipment;

@ The negative impact on production costs
(excluding raw materials} caused by the decrease
in production programs, particularly in the US
implemented so that inventories can be closely
maonitored.

Despite: '

® The considerable improvement in the brand mix;
@ The firm and efficient control exercised on general,
commercial and development expenses. '

SR2 (Truck and related distribution
activities) '

In the European replacement market, growth -

picked up {+2.3%) as a result of a strong increase
in the eastern Curope transportation activities,
Michelin's sales slightly outperformed the market,
allowing the Group to increase its market share
on the continent. The North American market
dropped significantly by 3% compared to the first
half of last year. Group sales increased marginally
in this zone. The X One confirmed its potential by
recarding-a strong increase in sales volumes.
In Asia where the radial market is developing
strongly (more than 7%) with China returning
an 11% increase, Michelin is gaining market share
and sales are on a satisfactory upward trend.
Michelin gained market share in South America
because of the vigor of its sales in Spanish-speaking
countries.

+
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, As expected, the Original Equipment market was
strong was buoyant in both Europe and in North
America.

' Stable sales enabled Michelin to maintain the market
_share it considered adequate.

The drop in the operating margin to 5.5%
compared te 8.5% in the first half of 2005 is mainty
trelated to:

, ® The extremely negative impact of higher

“natural rubber costs for this type of tire. This
impact was not fully offset by the price increases

*implemented in the first half of the year;

@ Unfavorable geographic mixes.

. SR3 (Specialty activities)

' The specialty tire markets were globally very
buoyant, with the exbeption of Original Equipment
in Agriculture which dropped by about §%.
Nonetheless in this environment, Michelin's sales ‘

' figures made a marked increase because, among
other factors, of the price adjustments made to |

" offset the increased price of raw materials and the

, continuation of the product mix improvement.

: At 14.8%, against 9.2% in the first half of 2005,
“the aperating margin of Specialty Activities
was further significantly improved. Today,
t this segment has the highest level of profitability
_in the Group.

* This outstanding performance validates the Group
strategy of develeping high value-added technical
; products that respond to increasingly demanding
professionals. The profitability improvement is to be
explained by the higher value that is extracted by
' the product offering and by more supportive market
s conditions (in Earthmover and in Aircraft radial
, tires), and by reorganizing industrial facilities.

Operating income . Operating margin before
before non-recurring items non-recurring items
1# hatf 2005 Variation 5 1*half
: 06/05 2005
INEUR | As
million ., a%
SRT’ 389 - 57% - 10.6% 9.6%
SR2" 205 | 30%  -29.6% 8.5%
SR3™ 93 , 13% +63.4% 9.2%
Group total 687 100% -6.1% 9.2%

*Passenger Car/Light Truck and related distribution activities - **Truck znd related distribution activities - == *Specialty Activities
* 1




Consolidated income statement for 1 half of 2006

(In EUR million) 1% half. 2005 g 1# half 2005
Sales , I8 023 | 7,490
CostofSales ' o (5670) ] (5,104)
Graoss profit : ' 2,386
Sales and marketing expenses : (847)
Research and development expenses - -(289)
General and administrative expenses ' 51 0)
Other operating income and expenses ' 53)
Operating income before non-recurring mcome
and expenses : 687
Non-recurring income and expenses - ' -
Operating income : ; 687
Finance costs - net ' (135)
Share of profits / loss from associates 4
Income before taxes 556
Income tax {(170)
Net income 386
Attributable to Shareholders 389
Attributable to non-controlling interests {3)
Earnings per share (in euros) ; i R [
Basic b 190 2.68
Diluted P a0 267

Simplified consolidated balance sheet at June 30, 2006

{in EUR miltion) As at )
' December 31, 2005
Non-current assets 8,925
Current assets 7,956
Inventories 3,225
Trade receivables 3,273
TOTAL ASSETS 16,881
Total equity 4,527
Non-current liabilities 7.013
Non-current financia! liabilities 3,092
Employee benefits . 3,049
Provisions and other non-current liabilities 801
Current liabilities 5,341
Current financial liabilities 1,647
Trade payables ! 1,792
Other current liabilities 1,902
TOTAL LIABILITIES AND EQUITY 16,881

File #82-3354
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Michelin wins its 9" victory in a row at Le Mans, helping Audi at the same time to prove equal to the Diesel Challenge.

Michelin Durable Technologies
The Truck tire goes from

strength to strength

Since its launch last year, the Michelin XDN 2 GRIP
has sold particularly well, In the 5 months it has
been on the market, the XDN 2 GRIP has sold twice
as many as its predecessor, the XON GRIP, sold in a
year. Not only has it become highly popular in
Western Europe, but it has also enabled Michelin to
win market share In the Scandinavian countries
where there is very strong competition.

How is this to be explained? The Michelin XDN 2
GRIP is a highly versatile tire and adapted to
changing weather conditions. In addition to its
optimized grip, which is ideal for use on snow
covered roads, it offers much sought-after
performance levels in damp or waterlogged
conditions. It should be noted too that the Michelin
XDN 2 GRIP is one of the first products to come
from the package of innovations in Micheldin
Durable Technologies.

Michelin OnWay “Tire + Service”
offer launched in China

Michelin has launched a new service in China ~
Michelin Sui Ni Xing, the Chinese version
of Michelin OnWay. The “tire + service” offer
"provides 24-hour assistance {covering 83 towns in
29 provinces and autonomous regions in China),
free repair in the event of puncture, a quality
guarantee, as well as several other exclusive
services, such as a periodic maintenance reminder
and technical advice. Since July 1%, the Michelin Sui
Ni Xing service has been available through more
than 1,100 certified Michelin dealers.

Michelin is present on the Chinese market as the
enly tire manufacturer marketing both
innovative technological preducts and a
comprehensive gamut of services to go with
them. A huge press campaign was launched across
the entire country to mark the availability of this
new service,

ViaMichelin - the most popular

 travel site in Europe!*

With 26 million hits a month, the unquestionable
success of www.viamichelin.com continues to
spread throughout Europe year after year.

. The site's strong point is without any doubt

the itinerary planner, which is now even better,
* with alternative pedestrian and hicycle itineraties
for short journeys in town. Maps and plans are also
much in demand among Internet users for Europe,
the United States and Canada (up to 12 different
" scales from read map to town plan). ViaMichelin
"also provides the weather forecasts for 750
- European towns, and enables you for example to
make a hotel reservation in real time from a choice
of nearly 40,000 hotels across Europe.
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Michelin has aiso brought out its new portahle

Globa!l Positioning System, the X950T, which,
" in addition to the features available on the previous

model, provides real-time traffic updates as well as
" a hast of information from the Micheliil Red Guide
" and Green Guides in both France and Europe.

* Source: Nielsen/NetRatings - Mediametrie/NetRatings -
February 2006.

Michelin rewarded by PSA

Michelin received the prize for innovation from the
, PSA Peugeot Citroen Automobile Group for its new
Very Low Rolling Resistance tire (Tres Basse
Résistance au Roulement - TBRR). The tire has been
developed in partnership with the car manufacturer
" since 2003, and reduces fuel consumption and COz

emissions. Against the backdrop of a commitment
t by the European Union member states to reduce
| greenhouse gas emissions between 2008 and 2012,
_the TBRR tire corresponds to a reai requirement

among automotive manufacturers. Furthermore,
" it improves braking capacity by 5 to 10%.

File #82-3354
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Europe comes to China

Michelin is launching its first travel guide te Europe
in Chinese. The “Guide to Europe” was created
by Franco-Chinese teams, in partnership with
. the publisher Guangxi Normal University Press. The
guide covers the 12 European
countries most visited by

France, taly, Spain, Germany,
United Kingdom, Belgium,
the Netherlands and
Switzerland. It is on sale at
58 Yuans and will be
distributed throughout
China, With this new
guide, Michelin and its
partner are responding to the
increasing demand from the new Chinese
travelers to Europe for practical and cultural
information. Other titles are currently being
prepared.

Publication of the updated version
of Michelin’s 2005 Performance
and Responsibility Report

Every second year, Michelin publishes a summary
specifying the main progress achieved in the
Michelin Performance and Responsibility appreach.
In May 2006 the Group published the update for
the 2005 Report, which itself was an update of the
information communicated in the 2003-2004
Report. The document covers the major
facets of the approach and presests the
improvements made in the 9 areas for specific
actions, such as the action undertaken to enhance
the distribution of green tires, tire manufacturing
that in 95% of cases is performed in production
sites certified for their controlled impact on the
environment, the recycling of end-of-life tires in
Europe, the drop in the number of work-related
accidents and Michelin's development contribution
to employment in Europe. The chapter entitled
"Respect for Shareholders” describes the capital
structure of the Group, gives a list of the action
taken in 2005 to ensure that our shareholders
remain well-informed and highlights the main
achievements in the Company's financial results.

The 20805 update can be downlcaded from our
Internet site www.michelin.com or a hard-copy is
available upon request.

Over the last few months, Bibendum has once again become M.vche!m s adverr:smg spokesman in Europe.

- Caterpillar in Michelin country
i On May 25", Steven Wunning, a member of the

Caterpillar management team, visited the Michelin
Spanish Earthmover tire plant in Vitoria. With sales
of €30.2 billion in 2005, Caterpillar is the world’s
number one manufacturer of construction and
mining equipment. It is one of Michelin's largest
Earthmover customers. More than 200 models of

* the machines manufactured by Caterpillar are fitted

with Michelin tires, making us one of Caterpillar’s

. major partners,
_ At the end of his visit, Mr. Wunning declared that

he was “highly impressed by Michelin’s
technology, its scientific knowledge of
materials and the processes it uses in tire
building™ so that Caterpillar can be supplied with
exceptional and innovative top-quality products
within the delivery deadlines that customers demand.

100 Michelin Formula 1

victories!

- By winning the Canadian Grand Prix, Fernando

Alanso and Renault gave Michelin its 100" victory
in Formula 1 racing. It was the 7* win of the season
and Michelin's 41* since its return to Formula 1 in

2001,

One hundred victories show that Michelin was able

" to fight and win by supplying its racing team

" Group has taken
. the decision not

' put out by the
. FIA in 2008.

partners with top-performance tires to suit any
circuit, any climates, any racing conditions and any
racing rules.

All one hundred victories except 7 were
achieved in the face competition from at least
one other brand. It is precisely because of the
absence of any competition envisaged by the new
Formula 1 rules
that Michelin

to respond to
the call for bids

File #82-3354
Page 7 of 8



No shortage of awards for Shareholder Services

Grand Prix Award 2006
for Shareholder Services

Michelin was awarded 3™ Prize by the “Journal des
Finances”, subsequent to an annual survey carried
out in 2006 on the Shareholder Services for the
Companies comprising the CAC 40 index.

The dozens of criteria in the scoring key are designed
ta evaluate the real usefulness of the services
offered to individual shareholders, .
such as the efficiency and speed of %
response given on special phone . ?
lines for shareholders, the quality W

and the availability of information, ' Gm"fg‘::%
and share management and § :ﬁf{;é’uu:‘nes
brokerage fees. -

)

Boursoscan Awards 2006

The Michelin Internet site won 2™ prize for
financial communication in the Boursorama
awards, The 2006 rompetition rewards prestigious
companies and shows a strengthening in the
evaluation criteria of listed companies’ online
financial communication. in all, 96 Internet sites
were assessed this year, with Internet users
providing nearly 7,000 ratings.

Variation of CAC 40 index and the Michelin share price

12/31/2000 08/31/2006 Variation over 12/31/2005 08/31/2006 Variation over

the period the period

CAC 40 592642  5165.04 -12.85% 471523 5165.04 +9.54%
Michelin share 38.55 53.00 +37.48% 47.48 53.00 +11.63%
Difference between - » '
:Michelin-and CAC 40 +50.33 - +2.09
From January 1, 2006 untif August 31, 2006:
 Highest stock price: 60.60 € May 10
e Lowest stock price: 43.21 € July 24 .
« Average daily volume of transactions: 200

1,219,419 shares
Euronext Paris - Eurolist
Local equity - Compartment A (Biue Ch:ps) 150 -
Deferred payment service (SRD)
ISIN: FRGO00121261
Indices: CAC 40 - Euronext 100
Par value: 2 euros 100
Number of shares: 143,393,275
- Michelin - World automobile index 0 L0 LI UL S L 1P LU LU S L 112
CAL 40 ———— World tire index 12007 01/2003 01/2004 0172005 0172006

Kev DATES N THE FUTURE

. ‘Shareholder. Meetmg in Bordeausx: . L

" Oclober 5, 2006 2t the "Cité Mondiale” Cnnvenu a Center

s . Sharehoider Meeting in Marselﬂe
Oclober 9 '2006 at the * "WIC" in, Marsellle

| Shareholder Meeting in Paris:”
Oxtober 18, 2005 at the "Patais des Congrés

SHAREHOLDER RELATIONS
Anne-Marie Vigier-Perret

FiNANCIAL COMMUNICATION
Christophe Mazel

e

".. M Net Sales on September 30, '2006: -

" Octaber 24, 2006, after the close of, the Paris Stock Market.
M Shareholder Meetin
November-13, 2006 at the, "Ecole Normale Supérleure
B Shareholder Meeting in Lilte:
Novemnber 14; 2006 at the * _Grand__Paiais"

INTERNET Ammx,%s
www.michglin.com/corporate

Jacques-Philippe Hollaender

EMPLOVEE SHAREHOLDER RELATIONS
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: : 'SEC File #82-3354

PRESS INFORMATION

Clermont-Ferrand, October 24, 2006

3rd Quarter 2006 Consolidated Net Sales: EUR 4.08 billion, up 4.9 %
(+6.5 % at constant exchange rates) versus Q3 2005

Michelin's third quarter net sales were supported by quarter-on-quarter volume growth (+2.2%)
recording a significant improvement compared to the previous quarter. The price mix effect was
maintained at a high (4.1%) level. During the third quarter, the impact of exchange rates was a
negative -1.5% for the first time in 2006. Group quarter-on-quarter net sales were up a satisfactory
4.9%. In'the first nine months of 2006, net sales rose 6.4% versus the same period in 2005,

In Europe, Replacement markets trended up as the Truck tire market growth accelerated in the third
quarter. The significant contraction of North American Replacement markets continued in the third
quarter, although Passenger car and light truck tire markets edged up in September. The situation
varied considerably from one Original equipment market to the other: In Passenger car and Light truck
tire markets, the quarter recorded a sharp drop of -3.4 % in Europe and -6.5% in North America, while
Truck tire markets saw accelerating growth peak at 16% in Europe and 12.1% in North America.
Markets in emerging countries, driven by China, continued to post high growth.

The decline of raw material purchase costs after the summer will have a small impact on Group 2006
results owing to the 3 - 5 months time gap between raw material purchases and the sale of tires made
from them. The Group accordingly confirms its 23% average raw material cost increase assumption
for the full year or an added EUR 800 million burden on Group accounls versus 2005.

' Against this backdrop, Michelin confirms that its opérating margin before non-recurring items should
be close to 8% far the full year 2006.

(FRS, in EUR million) 3rd Quarter 2006 9 months 2006
Consolidated Net Sales 4,081 - : 12,104
_ §{+49%/ 0320051 (+ 5 4% / :.9I-m:ronch 200
Change at constant exchange rates — _‘;5{_-5 % g : + 51% : T
Consolidated Net Sales Total change L Total change
Q32006 / Q32005 - 9-month 06 /9-month 05
IFRé {€m} Total % . IFRS (€m} Total %
Net sales: +191 +49% 7 +723 . +6.4%
of which change in exchange rates: -58 -15% + 142 +12%
Volumes: + 86 +22% +155 +1.4%
Price/mix: +163 +41% +470 +4.0%
Scope: 0 0% -44 -04%

A detter way forward




i 1. 3rd quarter 2006 net sales rose 4.9% versus the same period of 2005

The increase resulted from the following factors: !

1]
-1.5 % negative impact of exchange rates, reflecting mainly -4.3% US dollar depreciation
versus the euro. t

v

+2.2 % positive volume impact mainly due to Passenger car and Light truck tire sales in
Europe, South America and Asia and Truck tire sales;in Europe and Asia.

At

d +4.1 % positive price-mix effect at constant currency. As in the previous quarters this mainly
results from steady implementation of price increases designed to offset raw material cost increases

as well as further enrichment of the brand and segment mixes.
f

| 2, World Tire Marksats

+

Change of Q3 2006 markets versus Q3 2005 markets

Europe North Asia South Africa/
Ameriéa America Middle-
I East
[ Passenger car / light truck -3.4% -6.5% + 3.9% +12.9% -2.2%
|_original equipment '
Passenger car/Light truck + 0.9% -2.5% +2.2% -2.9% +0.5%
Replacement '
Truck original equipment +16% | +12.1% + 35%° - 1% +10.9%
Truck Replacement + 4.1% -4.0% + 11%° +13.5%" +1.9%
' Power units only !
? Radial only :
i

9-month 2006 tire market change versus 9-month 2005

Europe North Asia South Africa/
America America Middle-
] .__East

Passenger car / light truck - 0.9% -1.0% +7.7% +9.3% +6.2%

original equipment ' .
Passenger car/Light truck +2.1% -3.9% + 3.8% +1.7% +31%

1 Replacement .

Truck original equipment +8,3% +6.6%  +25%° -5.0%" +9.9%
Truck Replacement +3.2% -4.1% +9%° +6.5% +2.1%

" Power units only
2 Radial only




21 In Europe

» Passenger car and light truck replacement markets experienced fairly good (+ 2.1%) growth
over the first @ months of the year; growth was robust in Eastern and Central Europe (+4.1%), as
well as in Benelux, Germany and throughout Southern Europe. Growth, on the other hand, was
muted or even negative in Northern Europe and the UK as well as in Switzerland and Austria.

Further segment mix enrichment was achieved as 8 & T slipped 6.7%, while strong growth was
recorded in the V & Z (+10%), winter (+12.6%) and crossover/4-wheel drive (+17.5%) segments..

* Truck replacement markets were up 4%+ versus Q3 2005, owing chiefly to favorable market
trends in Western Europe particularly in France, Spain and ltaly which turned around significantly.
Since the beginning of the year, European market growth has now reached 3.2% although
Western Europe’s contribution remains at a modest +1.3% whereas Eastemn European markets
confirmed the first half's double-digit growth at +1‘1‘8% for the first @ months of the year.

+ The Passenger car and light truck tire original equipment markets experienced a sharp
(- 3.4%) decline in the third quarter as a result of difficulties faced by a number of OEMs.

* In Truck original equipment, the power unit market rose 16% versus Q3 2005, with demand
exceeding supply. The strong drive to modernize the European road transportation sector and
government incentives to promote the switch to Euro IV standard-compliant trucks account for this
change. Simultaneously, truck exports rose significantly and the trailer market is very buoyant.

2.2  In North America

» Passenger car and light truck replacement markets remain weak even though a shght
improvement was noted in September as compared with the previous months; sell- out
particular, was up compared to September 2005 tevels. The market nevertheless remains
challenging and it is still too early to assess the impact of the substantial decline of fuel prices
recorded since August in the United States! All market segments declined with the notable
exception of H and VZ segments: The latter posted 4.1% and 10.6% growth respectively over
the first nine months of the year versus the same period of 2005.

I
» Truck tire replacement markets (new tires) edged back 4% in the third quarter versus the
same period of 2005. For the first nine months of the year, the decline amounts to 4.1%. The
consistency of the Criginal equipment market — in spite of stable road freight volumes ~ is the
main reason for this trend. Overall, the North American zone (which includes Canada and
Mexico), has experienced three bearish quarters in a row and Mexico is the only country to
have experienced growth since the beginning of the year.

4
The Retread market posted close to 1% growth.

* In the Passenger car and light truck tire market, the (- 6.5%) fall of the third quarter reflects
difficulties faced by America's “Big Three", while Asian QEMs performed well in this market. '

e As previously noted, in Truck original eqmpment market growth accelerated, up +12%
quarter-on-quarter and +6.6% growth for the first nine months of the year. This double-digit
growth trend should continue in the last quarter of the year.

' Sell in inarket: tire rubber sales to distributors, Sell our market: distributor sales to end-users.

b

3
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2.3 Other regions .

» In Asia, Truck tire markets are clearly trending up in all but Cceanic countries. Passenger car and
light truck tire markets recorded overall 6% growth although the picture varied widely from country
to country, China being up 30% + while Japan was down slightly.

s The South-American economies, Brazil's in particular, remained penalized by a significant
appreciation of their currencies relative to the U.S. dollar and the eurc which favored massive tire
imports from Asia and eroded competitiveness. The difficulties of the soya bean agri-food sector
had important consequences on tire demand.

In these conditions, the Passenger car and light truck replacement market rose 1.7% (3% + in
Brazil but flat in Spanish-speaking countries), while Original equipment markets benefited from
Brazil's dynamic automotive industry as well as very good performances in Argentina and
Venezuela which experienced 30% and 12% growlh respectively.

Radial Replacement Truck tire markets expanded more than 6%, a trend which was matched by
a simultaneous 8% decline in the bias Truck tire marketl. As a result, South American tire markets
posted 3 - 4% annual radialization rates largely due to massive imports from Asia. The strong
decline of Original equipment markets is chiefly due to the fact that Brazilian truck OEMs now
find it difficult to export their production on account of a high Brazilian Real.

2.4 Key changes in the Specialty tire markets

- Earthmover: the Earthmover tire market imbalance is likely to be protracted, driven as it is by
huge raw material demand from China, India and other developing countries.

- Agricultural: Both the American and European markets are unsupportive, especially in original
equipment where 5% overall decline was recorded over the first nine months of the year.

- Two-Wheel: The motorcycle replacement tire market remained buoyant in North America and
Europe respectively up +5% and +3% at end of September 2006 versus the same period of
2005. :

- Aircraft: The dynamism of Aircraft tire markets is not abating, fueled by the switch to radial lire
technology.

way forward




3. Michelin Group Net Sales change by reporting segment for the 3" quarter and the first 9
months of 2006 : (

3.1 Net sales by reporting segment (IFRS)

Net sales in EUR million 3rd Quarter 2006 | 3rd Quarter 2005 % Change

SR1 (Passengercar/ 2,219 _ 2,155 +30%
Light truck and related .
distribution operations)

SR2 (Truck and related 1,386 - 1,287 +7.7%

distribution operations

SR3 (Specialty 476 . 448 +6.3%
operations) .

Group Total 4,081 ) 3,890 +4.9 %

! Earthmover, Agricultural, Two-wheel and Aircraft tires; Maps and Guides; ViaMichelin and
Michelin Lifestyle.

Net sales in EUR million 9 menths 2006 9 months 2005 % Change

SR1 (Passenger car / 6,586 - 6,219 +59%"
Light truck and related
distribution operations)

SR2 (Truck and related 4,013 3,703 +8.4 %
distribution operations
SR3 (Specialty ' 1,505 ' 1,459 +3.2%*
operations)1 ' '
Group Total 12,104 11,381 +6.4%

* At constant scope, the corresponding change would amount to + 5.7 %.

** At constant scope, the corresponding change would amount to +7.1 %.

' Earthmover, Agricultural, Two-wheel and Aircraft tires; Maps and Guides; ViaMichelin and
Michelin Lifestyle.

3.2 Change in SR1 (Passenger Car and Light truck tire and related distribution operations) net
sales - :

In Europe,

Michelin's volume replacement sales globally rose faster than the markets, reflecting market share
gains, especially by its three flagship brands (Michelin,BF Goedrich and Kigber), The segment mix also
improved, the Group performing best on the high-performance, winter and SUV/4X4 segments.

Among the new product faunches of the season, Michelin Alpin A3 deserves a special mention as the
new tire was just awarded ADAC's (German automobile club association) « highly recommended »
rating. Michelin Alpin A3 is a winter tire specifically designed for the German, Swiss and Austrian
markets, all of which are slated to grow significantly as new laws are put in place promoting winter tire
fitments.

' ‘
Michelin Qriginal equipment sales contracted as a result of an unfavorable OEM mix.
In North America, :

A better way forward



Group replacement net sales in the 3rd quarter slipped further than the market. This change,
however, resulted from a series of very different trends: Michelin, BFGoodrich and Uniroyal-branded
tire sales continued to outperform the market, while the Group's share of private and associate brands
continued to shrink. This trend is in line with the Group’s strategy aimed at strengthening its sales mix.
Group operations also expanded significantly on the VZ high-performance segment. )

The price increases passed since the beginning of the year, combined with favorable segment and
brand mixes, raised unit sales prices significantly,

In QOriginal equipment, the Group was mainly impacted by an unfavorable vehicle mix: it is strongly
weighted in favor of SUV and recreational vehicle ranges, both of which have been negatively
impacted by towering fuel prices.

In Asia, replacement sales outperformed the market — especially in China, where the Group won
significant market share, confirming its leadership position. This performance confirms the success of
the Group's distribution strategy based on the deployment of the « Tire Plus » network. The price
increases implemented in the region stuck. Michelin Pilot Preceda 2, a new sports tire, is being
launched successfully,

In South America, the Group's replacement tire performance was satisfactory with market share
wins in Brazil in the 3" quarter; at continent-level, however, for the first 9 months of the year, the
Group's performance was slightly below market trends.

3.3 Change in SR2 ('Truck tire and related distribution operations) net sales

In Europe, '
1

Group replacement net sales reflect market share gains both in Western and Eastern Europe. The
perfarmance was particularly strong in the third quarter in spite of Group price increases effective
August 1. Price increases aimed at offsetting raw material cost increases stuck.

The Remix retread operations reported fair progress.'

'
Original equipment trends noted in the first half were unchanged in the 3" quarter: Group sales still
remain behind what is a highly buoyant market, translating to an erosion of Michelin's market share.
Remarkable commercial performance on the trailer tire segment deserves special mention.
The Group was able to increase its prices, translating into a significant increase in unit price.

In North America,

With replacement markets down significantly, the Group continued to win market share. Unit prices
increased as a result of price increases sticking.

The Michelin X One tire offering was increased to garbage collection and cement trucks; a full range of
tires based on « Michelin Durable Technologies' » latest breakthroughs is now available to cater to the
needs of all North American truck fieets. Volume sales almost doubled in the 3rd quarter 2006 versus .
the same period of 2005.

The continued strong expansion of retreading operatlons enabled the Group to win further market
share. Five new workshops were opened in the United States in the 3rd quarter.
|

The Group’s Original equipment Market share is in line with its desired levels.

¥
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In Asia,

Volume sales further increased very significantly; sales were up ir all countries of the region (China
most notably) except for Australia and New Zealand, where they remained stable. Group replacement:
prices were increased in summer for the second time of the year: the rises are sticking: Michelin won-
market share across the region and particularly in Ch|na

In original equipment, Group sales are in line with market trends.
1

In South America,

The Group's performance on replacement was uneven: Michelin won further market share in
Spanish-speaking countries (Argentina, Chile, Colombia and Venezuela) but its performance in Brazil
is fower than the market against a background of stiff competitive pressure from Asian imports.

]

3.4 SR3 (Specialty tire) Net Sales Change ]

Earthmover: In what remained a very supportive environment {mines, quarries, ports) and driven by
strong demand from earthmover OEMs, volume sales were up sharply in the 3rd quarter, translating to
significant first nine-month volume sales year-on-year growth. Further price increases matchmg raw
material price hikes pushed net sales up 5|gn|fcantly

Agricultural: Volume sales were in line with market trends in Qriginal equipment and on Norlh
American replacement markets, The Group however gained notable market share on European
replacement markets thanks to its successful partneqshup policy with the distribution sector. A positive
price-mix, among other factors, pushed sales up substantially.

Two-Wheel: The Group continued to leverage strong demand for radial motorcycle tires and to
outperform the markets in a highly competitive environment.

Aircraft: With all market segments quickly switching to radial technology, Michelin’s operations
benefited, although not without tensions on its 5upply chain. Sales were up significantly as a result of
price increases passed to offset raw material cost increases.
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4, QOutlook

In mature countries, Passenger car and light truck Qriginal equipment markets should end the year
down around 1% over 2005, a level close to that reached at the end of the 3" quarter. Truck tire
markets, on the other hand, should remain buoyant.

Truck tire replacement markets should confirm the trends previously noted by the Group at the end of
July 2006. Concerning Passen%er car and Light truck tire markets, trends in North America for the K
quarter and prospects for the 4" call for a downward revision of full-year growth estimates published at
the end of July. European markets, conversely, should enjoy dynamic winter markets.

Europe North South Asia
America America
Estimated Passenger car and light truck tire 2006 market growth
OE -1.1% 1.2% +3.3% +91%
RT +3.0% -3.7% +1.7% +41%
Estimated Truck tire 2006 market growth
OE +71% +8.4 % 5.0 % +16%
RT +2.9% -38% +6.5 % +10%

* Radial only

The decline of raw material purchase costs observed after the summer will have a small impact on
Group 2006 results owing to the 3 - 5 months time gap between raw material purchases and the sale
of tires made from them. The Group accordingly confirms its 23% average raw material cost increase
assumption for the full year, or an added EUR 800 million burden on Group accounts versus 2005.
Against this backdrop, Michelin confirms that its operating margin before non-recurring items should
be close to 8% for the full year 20086. '
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THIRD QUARTER HIGHLIGHTS

Worldwide Passenger Car and Light Truck Original Equipment Tire Price Increase

Michelin Group announced worldwide Passenger Car and Light Truck Original Equipment tire price
increases. The 6% - 8% increase will become effective on October 1, 2006 and takes raw material
price increases into account.

The Cholet and Bourges plants to specialize

Michelin presented a development project to specialize its Cholet and Bourges plants.

The Cholet factory will boost its Light truck production as the Bourges Light truck operations will be
transferred to it. Under the move, Cholet will benefit from a further EUR23million investment to raise
annual capacity to 4 millicn tires in the mid-term, two thirds of which are for export markets.

The Bourges plant will become the Group’s benchmark radial Aircraft tire production center worldwide.
Michelin, which already channeled an EUR11million investment into the Bourges facilities over the last
four years, has earmarked an additional EUR17million beginning in 2007 to double its Aircraft tire
production capacity. By 2008 Bourges will produce more than half of the Group's radial Aircraft tires;

Winter tires: New Michelin Alpin A3 ranks highest in comparative testing

Michelin Alpin A3 new winter tire was awarded « Highly recommended » rating by Germany's ADAC
(Europe’s largest automobile club association) after it conducted a comparative study of tire offerings
in partnership with Austria’'s OAMTC and Swﬂzerland s TCS. The tests covered 19 different tire brands
of the 185/60 R 14 size.

Michelin Alpin A3 combines two innovative technologies: « Helio compound » rubber which enhances
braking performance and traction on wet roads; « StabiliGrip » sipe bidirectional architecture to deliver
remarkable mobility and safety on snow. Michelin Alpin A3 will last on average 40% longer than its
main competitor and it also features enhanced fuel efficiency.

Truck: Further Michelin Durable Technologies developments

In the summer, Michelin unveiled a new generation:of Truck tires featuring a revolutionary cluster of
new fread technologies combined with Infinicoil architecture. Tires, whose tread is self-regenerating,
retain high grip capability even when worn. « Michelin Durable Technologies » customer benefits are
therefore huge in terms of longer useful life and sustained tire performance, and, above all safety and .
value for the money.

The first application of « Michelin Durable Technologles » is the XDN 2 Grip.

By 2011, Michelin will invest EUR400 million to produce more than four million new and retreaded tires
incorporating this new technology.

Michelin again received «J.D. Power Awards» in the United States

Michelin scored highest in three seclions of J.D. Power's customer satisfaction study for original
equipment tires in the United States. Michelin's top-of—the-range high-performance, pick-up, light truck
and crossover tires all ranked first.

This brings the total number of Michelin's « J.D. Power Awards » won in the United States to 48 (75
worldwide).

Standard & Poor's and Moody's revised Michelin's rating downwards

On August 3, 2006, Standard & Poor lowered Compagnie Générale des Etablissements Michelin and
Compagnie Financiére Michelin long and short-term ratings to BBB (LT} and A-3 (ST) respectively,
with a « negative outlook», ,

On October 6, 2006, Moody's in turned revised its Michelin ratings downwards. Compagnie Générale
des Etablissements Michelin’s rating was changed to Baa3 (LT) and P-3 (ST), while Compagnie
Financiére Michelin was changed to Baa2 (LT) and to P-2 (ST), both with a « stable outlook »,




Agenda
The Group will publish its net sales and 2006 earnings on Thursday February 15, 2007 at 8:00am
(Paris time) before the opening of the Paris Bourse.

The Group will publish its 1st quarter 2007 informafion on Tuesday April 24, 2007 at 5:40pm (Paris
time} after the closing of the Paris Bourse. '

Contacts '
| Investor Relations Press Relations
l .
Christophe Mazel: Fabienne de Brébisson :
| +33(0)4 73322453 +33(0) 1.45.66.10.72
+33(0) 1 4566 16 15 +33(0) 6.08.86.18.15
Christophe.mazel@fr.michelin.com fabienne.de-brebisson@fr.michelin.com
Jacques Philippe Hollaender Individual Shareholder Relations
+33(0)473321802 Anne-Marie Vigier-Perret:
+33 (0) 6 87 74 29 27 +33(0)47398 5908
Jacques-Philippe.hollaender@fr.michelin.com anne-marie.vigier-perret@fr.michelin.com
I I
|
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P Our Commitment to | ;
P Responsible Performance

From our beginnings in 1889, Michelin's worldwide mission has been

to contribute to the progress of the mobility of people and goods,

and beyond that, balanced and responsible development for the

benefit of society. We at Michelin North America fully endorse this |
mission and carry it out by having all of our employees fulfill our

responsibilities and meet the expectations of those we serve.

We remain true to Michelin’s five core values in our daily actions
and decisions: '
]
* Respect for Customers
¢ Respect for People
* Respect for Shareholders
* Respect for the Environment
» Respect for Facts

This brochure shares concrete examples of how Michelin's mission,
values and commitment to sustainable development contribute to our
success in North America. Every day. the employees of Michelin North ~ /
America fulfill our drive to balance product performance and financial
results with our values and responsibilities. Our approach to balancing
our ambitions, the Michelin Performance and Responsibility (PRM)
approach, governs everything we do. It :helps us produce results that /
promote employee development and team cohesion, strengthen our '
communities and add valuc for our sharcholders and customers.

.‘ M

Jim Micali
Chairman and President
Michelin North America, Inc.

_ |

3 S 3 |

Michelin |

Performance and
Responsibility



Travel and transportation of
goods are fundamental to human
and economic development. For
more than a century, Michelin has

led the tire industry in bringing
better mobility to our customers

through products that are safe,
innovative and energy efficient.
Some key Michelin advances in 2005
and 2006 include:

Improving Fuel Efficiency
A vehicle’s rolling resistance accounts for one
out of every five tanks of gas consumed.

Michelin's Energy® “green” tire, the industry
leader in reduced rolling resistance, produces
an average fuel savings of 3 percent and reduced
carbon dioxide emissions. If every private vehicle

around the world used these tires, we would save
an estimated 2.6 billion gallons in fuel annually.

Customer Satisfaction
]1.D. Power and Associates regularly

recognizes tire brands with the
highest consumer satisfaction.
Michelin North America has topped

the rankings to win 45 awards

over the past 15 years,

more than four times the
combined totat of all other
tire companies. In 2005,
Michelin swept all four
categories for original
equipment tires.

JDPOWER

ARD AFPROCIATIELINY
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Responsible Performance of Our
Products and SerwcesL - ,

The Michelin X One®
The Michelin X One wide
single truck tire replaces
dual tire and wheel
assemblies and delivers
higher stability and load
capacity. The Michelin

X One uses 8 percent less fuel compared with
conventional twin mounts, which significantly reduces
costs and increases truck fleets' revenue per trip. The
U.S. Environmental Protection Agency (EPA) has
recommended the use of wide single truck tires since
cach truck cquipped with these tlires can save over
400 gallons of fuel per year and cut carbon dioxide
emissions by more than four metric tons annually.

Helping with Space
Exploration
Michelin Aircraft Tire
Company, LLC
is the exclusive tire
manufacturer for the U.S.
Space Shuttle Program,
demonstrating the breadth of our
commitment to mobility and the
reliability of our products. The newest Michelin aircraft

“tire features an increased payload capacity and brought

the crew of the space shuttle Discovery home safely in
the summer of 2006.

Making Travel Easier

Michelin North America
helps improve personal
and commercial mobility
with travel guides. The
Michelin Guide New

York City 2006 applies
the renowned Michelin

rating system to help
consumers find good restaurants and hotels on any
budget. This award-winning guide is the {irst Michelin
hotel and restaurant guide launched in North America.
The 2007 edition of the New York guide and the inaugural
Michelin Guide San Francisco, Bay Area & Wine Country
2007, will be available in stores in October 2006.




America’s greatest strength.

A continuous commitment to
employec safety, training and
personal development helps build
a positive company culture and
environment that puts our value of

Respect for People into action,

Improving Workplace Safety
Since 2002, the number of cases in which
employees missed work due to injuries
decreased by
75 percent. In
2005, the Rubber [
Manufacturers |
Association in
the United States
awarded five of our
U.S. plants with safety
awards thanks to their achievements in reducing lost-
time accidents.

Recogmtlon by the AARP

The American

Association of

Retired Persons (AARP)
recognized Michelin North
America as one of the

“50 Best Employers for
Workers Over 50" in 2005.
More than one-third

of Michelin North
America's employeces

are gver 50.

Training and People Development

Michelin North America empioyees benefit from a
variety of training, coaching and mentoring programs
to develop skills and advance in their careers. In 2005,
Michelin provided nearly 1.8 million hours of training
to our North American employees.
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Quality of Worklife and Diversity
Wlthm Our Teams

CIasspect /- OCR [&Pd

Taamwork Alﬂludo

Michelin promotes a positive work environment

that respects every employee's culturg, race,
background, interests and talents, and enables all
employees to contribute to their full potential.

§ Some highlights from our diversity efforts in
2005-2006 are listed below. '

Diversity in Our Suppliers

Michelin North America knows that small
businesses and minority- and women-owned
businesses comprise a vital segment of our
ceconomy. Through our supplier diversity policy, we
actively seek out these businesses as part of our
purchasing process. Michelin North America
procures products and services from more than
375 diverse suppliers.

Leading Diversity in the Community
Michelin North America partnered with Furman
University’s Riley Institute (Greenville, $.C.) to

" establish the Diversity Leadership Academy to

promote diversity dialogue among community leaders.
Twenty-one Michelin managers and 140 local

community leaders have participated.

Diversity in Mexico

Michelin Mexico has made efforts to promotea

diverse workforce including female production workers.
Michelin is the only tire manufacturer in Mexico that
employs women in hourly production jobs.




Throughout our 35 years
in North America, Michelin
has consistently contributed
to the quality of life in the
communities where our
employees live and work.
Some of our efforts in
2005-2006 included:

throughout North America in 2005.

Michelin Mexico Focuses on Environment
In 2005, Mexico focused its family day event on
the environment, with more than 1,800 people in
attendance. Employees and their families brought
recycled materials
: to use in activities
l" during the day. After
! planting a “Michelin
Family Tree,” each
employee received a
tree to plant and care
for at home.

Michelin Development in Ontario, Canada

We established the Michelin Development program to
create hundreds of new jobs and stimulate economic

growth in the greater Waterloo Region in Ontario,
Canada over the next six years. The program will
offer low-interest Joans to qualified
entrepreneurs and star{-up
companies, attract investments

to the Waterloo Region
communities, and help

Michelin employees contributed a record total
of more than $1,600,000 to United Way agencies
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Involved in Special
Olympics

Michelin Nova Scotia
has been designated
“Founding Partner” of
Nova Scotia Special
Olympics in recognition
of our outstanding contribution to the organization.
Each year, Michelin's Nova Scotia facilities organize
a Torch Run Relay and velunteer their time for
Special Olympics.

Michelin Employees in Action

Our employees pitch in with more than money

to help those in need. In 2005, our employees
contributed 28,559 hours of volunteer time to

Michelin communities in North America at events like
WalkAmerica to benefit the March of Dimes, Relay for
Life to benefit the American Cancer Association and the
Michelin Charity Pro-Am Golf Tournament that
supports charities in Greenville, S.C.

Responding to Disasters

Tn addition to the more than $300,000 Michelin North
America and its employees contributed to the American
Red Craoss for relief efforts in the aftermath of Hurricane
Katrina, Michelin North America and its wholly owned
subsidiary, Tire Centers, LLC, built a Disaster Response
Unit to service tire needs of first responders during nat-
ural disasters. Mobility of emergency vehicles is vital to
rescue and relief efforts, and our mobile service facility
will provide tire-related services to utilities, emergency
and rescue vehicles, the Red Cross, FEMA and other

government agencies during emergency situations.

generate sustainable jobs
within new and
existing businesses.




of Our Sites

Respect for the Environment is
one of Michelin’s core values.

We seck to continually reduce our
environmental footprint

in North America through:

ISO 14001 Certification

All of Michelin North America’s
manufacturing facilities have

implemented the Michelin

Environmental Management

Systemn and achieved 150 14001
certification, a standard of

excellence in environmental management.

Every tire we produce in North America

is made in an ISO 14001-certified facility.

Environmental Stewardship
Nine U.S. Michelin facilities have been accepted into
the EPA's Performance Track program, which recognizes
top environmental performance. Program partners
must exceed standards of excellence and provide
leadership in areas such as reducing pollution

at its spurce.

Energy Use at Our Plants

Michelin North America is working to reduce the
electricity and fuel consumption at our plants by
analyzing energy use and finding ways to be more

Sustainable Mobility

Environmental Management

. efficient. From 2002 to 2005, energy consumption at

" per kilogram of product produced. In the last three
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our North American facilities decreased 10 percent

years, we have reduced water
consumption by more than

1 16 percent or 1.19 billion

; gallons of water. This
equates to more than

{ 1,800 Olympic-sized
swimming pools of

water saved during

the manufacturing

of our products.

Better Fuel Efficiency in Our Sales Fleets
Michelin leases about 500 vehicles in North America.
Thaose vehicles are driven an average of 2,650 miles
per month. In 2006, we began replacing these
vehicles with hybrid vehicles

to reduce consumption

of fuel and the amount

of greenhousc
emissions.

Road transport is the world’s primary means of
transpaortation, with more than 800 million vehicles on
the roads — a number that will grow to an estimated

1.5 billion by 2030. The consequences arc profound:
energy consumption, carbon dioxide emissions, and
deaths caused by roadway accidents. Tires play a
critical role in mobility, so Michelin seeks to help
resolve the key challenges of sustainable mobility.

Somme recent progress includes:




Challenge Bibendum
Michelin hosts this international
forum for sustainable mobility to
encourage innovation and solutions to
address energy, environment and safety
problems posed by road mebility around the
world. Michelin hosted the first Challenge in
1998, and the 2006 edition displayed the latest
in clean car technology with vehicles powered by
alternative fuels and advanced power trains.

iy on

r

]

Inflation Stations and Pressure Patrols

Michelin North America is partnering with the South
Carolina Department of Transportation to install
inflation stations at rest areas so motorists can ensure
proper tire inflation while traveling. Michelin, together
with several transportation, law enforcement and travel
organizations, sets up pressure patrols five times a year
at rest stops. Out of 2,394 cars whose tires were
measured at pressure patrols from November 2004 1o
May 2008, 18 percent had at least one tire underinflated
by 8 pounds per square inch or more.

Seat Belt Safety

In 2005, Michelin North
America successfully
collaborated with law
enforcement agencies,

AR S e i i e
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physicians and other road safety-minded groups,
resulting in legislation int South Carolina mandating
stricter penalties for motorists who don't use seat belts.

. South Carolina has the nation’s eighth highest highway

death rate, and use of seat belts will help reduce that
rate significantly. The difference between states with

. and without primary seat belt laws is 11 percentage

points. Seat belis save lives.

End-of-Life Tires.

Michelin promotes environmentally sound end-of-life
tire management, recycling, reutilization and disposal

of our products. By finding ways to put old tires to new
uses, we help reduce the environmental impact of our

producits while enriching the lives of others.

Retreading

Michelin has found ways to make longer-lasting,
fuel-efficient heavy truck tires for our customers. We
can retread each casing (the inner portion of the tire

on which the tread is applied) two or three times, for at
least 700,000 miles of service. We achieve this durability
through a superior inspection process.

Recycling

Michelin has taken a leadership

'@ Nlulchi\ﬂat

position in the Rubber

Manufacturers Association to
promaote scrap tire recycling.
Thanks to these collaborative
efforts in our industry, tires are
the leading recycled product
in North America, and more
than 80 percent of new

tires sold in 2005 will be
recycled. End-of-life tires are
used in products such as tire-derived fuel, construction
projects, mulch for playgrounds, and surfaces for
athletic and recreational fields.

{" Printed on recycled paper.
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©2006 Michelin is an Equal Opportunity Employer.

Michelin Performance
and Responsibility

To fully understand our approach, we

recommend that you read the Michelin Performance
and Responsibility Charter and the Michelin
Performance and Responsibility 2005 Update. The
2005 Michelin Annual Report also includes

a wealth of social and environmental

information on pages 150-161.

These documents are available

online at www.michelin.com.

For more information, please contact:
David Griffin

Vice President of Environment, Health and Safety
Michelin North America, Inc.

One Parkway South

Greenville, SC 29615

“MICHELIN

A betrer way forward
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